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V I I I
ABSTRACT
T he  b r o i l e r  i n d u s t r y  has  d e v e l o p e d  a t  a r a p i d  r a t e  
i n  L o u i s i a n a  a n d  i n  o t h e r  p a r t s  of  t he  c o u n t r y . Re s e a r c h
WORKERS AND OTHERS RECOGNIZED THAT FIRMS IN THIS INDUSTRY 
HAVE DEVELOPED VARIOUS CHANNELS FOR ACQUIRING THEIR " I NPUT*1 
FACTORS AND FOR DISPOSING OF "OUTPUTS. "  No FORMAL THEORY 
HAD BEEN DEVELOPED TO IDENTIFY AND APPRAISE THESE INTE­
GRATION PATTERNS.
T h i s  s t u d y  i n d i c a t e s  t h a t  i n  a d d i t i o n  to n o n ­
i n t e g r a t i o n ,  FIRMS MAY ADOPT EITHER QUASI OR COMPLETE 
INTEGRATION IN BUYING INPUTS AND SELLING OUTPUT. Q UAS I -  
INTEGRATI  ON REFERS TO FIRMS WHICH DEVELOP CONTRACTS AND 
AGREEMENTS BETWEEN THEM BUT RETAIN THEIR SEPARATE IDENTITY  
AND ENTREPRENEURSHIP.  COMPLETE INTEGRATION REFERS TO 
FIRMS WHICH CREATE OR ABSORB OTHER ENTI TIES IN THE ECONOMIC 
PROCESS BUT WITH CONTROL RESIDING IN ONLY ONE ENTREPRENEUR­
S H IP ,  EITHER PROF I T —TYPE OR OF A COOPERATIVE NATURE.
F i r m s  i n  t h e  f e e d  m i l l i n g ,  c h i c k  h a t c h e r y ,  b r o i l e r
PROCESSING AND BROILER FINANCE FIELD WERE STUDIED WITH 
THE USE OF THE CASE METHOD WHICH ILLUSTRATED THE EXISTENCE 
OF EACH THEORETICAL INTEGRATION PATTERN AND OF NON-1NTEGRATI  ON 
AS WELL.
F e e d  m i l l s  q u a s i - i n t e g r a t e  t h e i r  o u t p u t  w i t h  f r a n ­
c h i s e d  DEALERS WHILE COOPERATIVE MILLS DEAL WITH ASSOCIA­
TIONS WHICH ARE OWNED AND OPERATED BY BROILER GROWERS.
Ch i c k  h a t c h e r i e s  a r e  h i g h l y  i n t e g r a t e d  p a r t i c u l a r l y  i n
I X
PROCURING THEIR EGG SUPPLIES WHILE DISTRIBUTING THEIR OUTPUT 
TO FRANCHISED DEALERS AND COOPERATIVES.  BROILER PROCESS­
ING EXHI BI TS  THE MODERN MARKETING TREND WHERE FIRMS CLOSE 
TO THE RETAIL LEVEL INTEGRATE BACKWARDS FOR THEIR SUPPLY,  
EITHER PRODUCING IT THEMSELVES OR USING AGREEMENTS WITH 
SUPPLY FIRMS.  THE DEPENDENCE OF LARGE SCALE BUYERS SUCH 
AS CHAINS ON A REGULAR SUPPLY OF PROCESSED BROILERS RENDERS 
NON-INTEGRATION A LESS bESIRABLE PATTERN TO ADOPT DESPITE 
POSSIBLE THEORETICAL ADVANTAGES.
I n g r o w i n g  b r o i l e r s ,  four  m a i n  p a t t e r n s  of i n t e ­
g r a t i o n  a r e  i d e n t i f i e d : ( 1 )  No n - i n t e g r a t i o n  where  grower
AND DEALER ARE INDEPENDENT, ( 2 )  QUASI - 1 NTEGRATI ON WHERE 
GROWERS PURCHASE SUPPLIES AND OBTAIN CREDIT FROM A DEALER 
BUT MANAGE THEIR OWN ENTERPRISE,  ( 3 )  COMPLETE INTEGRATION 
THROUGH COOPERATIVES WHERE ASSOCIATIONS BUY INPUTS FOR 
GROWERS AND MARKET THEIR OUTPUT AND ( 4 )  COMPLETE INTEGRA­
TION THROUGH A DEALER WHERE GROWERS RAISE BROILERS FOR A 
FEE OR ON SALARY.  IT IS SHOWN THAT THE GROWERS1 NEED FOR 
CREDIT AND FOR SHARING OF DISEASE AND PRICE RISKS LEAD THEM 
INTO VARIOUS INTEGRATION PATTERNS OF GROWING BROILERS.  IT 
IS L I KELY THAT ANY CHANGE IN INTEGRATION WOULD HAVE TO 
COME FROM A CHANGE IN PRESENT CREDIT P O L I C I E S .
No n - i n t e g r a t i o n  i n  g r o w i n g  b r o i l e r s  i s  r e c o m m e n d e d
IF  THE GROWER IS A CAPABLE ENTREPRENEUR, HAS SUFFI CI ENT 
FINANCIAL RESERVES AND IF BROILER PRICES ARE EXPECTED TO 
BE CONSIDERABLY ABOVE COST OF PRODUCTION. QUAS I - INTEGRATI  ON
IS RECOMMENDED WHEN THE GROWER CAN EFFECTIVELY MANAGE HIS 
ENTERPRISE BUT IS IN NEED OF CREDIT AND CANNOT OBTAIN IT 
DIRECTLY FROM CREDIT AGENCIES.  TH IS  PATTERN SHOULD NOT 
BE RECOMMENDED WHEN DEALERS ARE CHARGING EXCESSIVE PRICES 
FOR INPUTS OR WHEN BROILER PRICES ARE IN A DEPRESSED PERIOD 
SINCE THE GROWER ASSUMES ALL LOSSES AND RI SKS.  COMPLETE 
INTEGRATION THROUGH COOPERATIVES IS HIGHLY RECOMMENDED FOR 
GROUPS OF TEN OR MORE CAPABLE BROILER GROWERS DESIRING 
TO PERFORM THE NECESSARY ECONOMIC SERVICES FOR AND BY 
THEMSELVES. HOWEVER, CREDIT SOURCES MUST BE WELL-ESTAB­
LISHED AND INPUT FACTORS OBTAINED AT THE LOWEST POSSIBLE
p r i c e . Co m p l e t e  i n t e g r a t i o n  t h r o u g h  a d e a l e r  i s  r e c o m ­
m e n d e d  TO BROILER GROWERS WHO HAVE LESS MANAGERIAL A B I L I T Y ,  
BUT WHO CAN SATISFACTORILY CARRY OUT DECISIONS OF OTHERS.
I t IS PARTICULARLY RECOMMENDED FOR GROWERS LEAST ABLE TO 
ASSUME PRICE AND DISEASE RISKS.
F u r t h e r  r e s e a r c h  s u g g e s t e d  by t h i s  s t u d y  a r e :
( l )  Ob t a i n  e c o n o m i c  d a t a  from b r o i l e r  growers  a c c o r d i n g
TO THE KIND OF INTEGRATION PATTERN FOLLOWED AND APPLY 
ST ATI ST I CAL  METHODS TO DETERMINE IF ONE INTEGRATION 
PATTERN IS SUPERIOR TO ANOTHER AND ( 2 )  CONDUCT MACRO- 
ECONOMIC STUDIES DESIGNED TO UNCOVER THE WIDER IMPLICATIONS 
OF ECONOMIC INTEGRATION IN THE BROILER INDUSTRY SUCH AS 




THE PROBLEM, SCOPE AND METHOD OF STUDY 
T he p r i m a r y  p u r p o s e  of  t h i s  s t u d y  i s  to a p p r a i s e
THE FORMAL AND INFORMAL ARRANGEMENTS DEVELOPED BY FIRMS 
IN THE BROILER INDUSTRY FOR THE PURCHASE OF INPUTS AND THE 
DI SPOSIT I ON OF OUTPUT. THESE ARRANGEMENTS ARE COMMONLY 
REFERRED TO AS THE PROCESS OF ECONOMIC INTEGRATION.  THE 
STUDY IS DIRECTED TOWARD ACHIEVING BETTER COORDINATION 
AMONG BROILER GROWERS, FEED DEALERS, FEED M I L L S ,  CHICK 
HATCHERIES,  PROCESSING PLANTS AND FINANCE AGENCIES.  FlRMS 
CONTEMPLATING ECONOMIC INTEGRATION ARE IN NEED OF GUIDANCE 
AS A BASIS FOR BETTER DECISION-MAKING.
T he m a i n  o b j e c t i v e s  of  t h e  s t u d y  a r e : ( 1 )  T o d e v e l o p
A THEORETICAL FRAMEWORK FOR ISOLATING THE NATURE AND EXTENT 
OF INTEGRATION PATTERNS IN THE BROILER INDUSTRY, (2 )  To 
DETERMINE THE PRESENT ORGANIZATION AND INTEGRATION OF B USI ­
NESS UNITS RELATED TO BROILER GROWING, ( 3 )  To IDENTIFY THE 
INTEGRATION PATTERNS WITHIN THE BROILER GROWING ENTERPRISE,  
( 4 )  To INDICATE HOW SOCIAL INTEGRATION IN BROILER COOPERA­
TIVES IS NECESSARY FOR ECONOMIC INTEGRATION AND ( 5) To MAKE 
RECOMMENDATIONS CONCERNING THE KIND OF INTEGRATION PATTERN 
BROILER GROWERS SHOULD ADOPT UNDER VARIOUS S I TUATI ONS.
2
REASONS FOR MAKING THE STUDY
The: b r o i l e r  e n t e r p r i s e  i n  L o u i s i a n a  e x p a n d e d  a t  a 
RAPID RATE DURING THE DECADE FROM 19^+3 T° 19 5 3  AS PRODUC­
TION INCREASED FROM 1 , 5 ^ 0 , 0 0 0  TO 1 2 , 5 7 5 j ° 0 °  head o f  BROILERS 
( T a b l e  1 ) .  D u r i n g  W o r l d  War  I I  and up t o  1 9 5 2 , t h e  p r i c e
PER POUND OF BROILER AVERAGED OVER 3 0 CENTS. IN RELATION 
TO GROWING COSTS, THESE HIGH PRICES STIMULATED PRODUCTION
i n  L o u i s i a n a  and  t h r o u g h o u t  t h e  c o u n t r y .  S i n c e  1 9 5 2 p r i c e s
HAVE SHOWN A DOWNWARD TREND AS PRODUCTION REACHED NEW HIGHS.
T h e r e  were  o v e r  1 b i l l i o n  b r o i l e r s  grown  i n  t h e  Un i t e d  S t a t e s  
i n  1 9 5 4 .  Co n s u m p t i o n  of b r o i l e r  me a t  r e f l e c t s  t h i s  e x p a n s i o n  
i n  b r o i l e r  g r o w i n g  as  i n d i c a t e d  by  a p er  c a p i t a  u s e  OF 1 3 * 7
POUNDS IN 1951 COMPARED WITH ONLY 3 » 7  POUNDS IN 19^1 (APPEN­
DIX T a b l e  1 ) .  I t  s h o u l d  be n o t e d ,  h o w e v e r ,  t h a t  a s h o r t a g e  
o f  " r e d  m e a t s "  d u r i n g  and a f t e r  W o r l d  War  I I  gave  c o n s i d e r ­
a b l e  IMPETUS TO THE BROILER INDUSTRY. LOWER BROILER PRICES 
DURING 1953  AND 195^  MAY HAVE BEEN RELATED TO THE HEAVY MAR­
KETINGS OF BEEF AND OTHER COMPETING MEATS, IN ADDITION TO 
THE INCREASE IN BROILER SUPPLIES.
I n r e l a t i o n  t o  o t h e r  p o u l t r y  e n t e r p r i s e s  i n  L o u i s i a n a ,
THE BROILER SEGMENT MADE THE GREATEST GAI N,  AS SHOWN BY DATA
i n  T a b l e  2 .  From 1950 t o  1953*  THE pER c a p i t a  b r o i l e r  mea t
REQUIREMENTS OF THE STATE WERE SUPPLIED IN THE EQUIVALENT OF 
27  AND 8 8  PER CENT, RESPECTIVELY.  DESPITE THIS LARGE I N ­
CREASE IN BROILER OUTPUT, LOUISIANA IS S T I L L  BEHIND HER 
THREE NEIGHBORING STATES OF ARKANSAS, M I S S I S S I P P I  AND TEXAS
3
T a b l e  1 .  Co m m e r c i a l  B r o i l e r s : Pr o d u c t i o n ,  Pr i c e  and
V a l u e ,  L o u i s i a n a ,  1 9 3 4 - 5 3 * *
Y e ar
Pr o d u c t i o n
Numb e r V ol u m e
We i g u t  
per
B I RD
Pr i c e
per
POUND
Gr o s s  
i n c o m e  
































t oo  
450 
500 
6 0 0  
700 
1,100  
i , 5 4 o  
1,232  
1 , 5 5 °
] ’ i '












1 ,6 1 0
2 , 4 2 0
3,23*1




1 2 , 6 2 0
22,716






2 . 4  
2 . 2
2 . 3
2 . 3  
2 . 2  
2. 1  
2.6
2 . 3







Ce n t s
18.5




1 7 . °  
18.0
2 6 . 0
3 1 .0
3 3 . 0





31 .0  
29.5
27 .0
M o n t g o m e r y ,  J .  P . ,  A g r i c u l t u r a l  S t a t i s t i c s  f o r  
L o u i s i a n a .  1 9 0 9 - 1 9 8 3 ,  L a .  A g r .  E x p .  S t a .  B u l .  4 9 0 ,  
May 1954.  P.  33 ( T a b l e  25 ) .
S ource
* A  BROILER IS DEFINED AS A YOUNG TENDER MEATED CHICKEN
FROM 9 TO 14 WEEKS OF AGE, OF EITHER SEX AND WEIGHING 
FROM 2 1 / 2  TO 3 1 / 2  POUNDS, L IVE WEIGHT.
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T a b ?,e 2 .  Re l a t i v e  D e f i c i t  Po s i t i o n  
E n t e r p r i s e s  i n  L o u i s i a n a ,
of V a r i o u s  Po u l t r y  
1953 Co m p a r e d  Wi t h 1950.
Per Ca p i t a  
Us e *
Per Ca p i t a  
Pr o d u c t i o n
Per C e n t  
Pr o d u c t  i o n
E n t e r p r 1SE 1950 1953 1950  1953




B r o i l e r s  ( l b s . ) 11 14 3 1 2 . 3 27 8 8
F arm Ch i c k e n s  ( l b s . ) 15 18 12 6 .8 80 3 8
Ch i c k s  ( N o . ) 5 6 2 3 -0 4o 50
T a b l e  Eggs ( N o . ) 386 409 118 138 31 34
T u r k e y s  ( l b s . ) 5 6 • 3  . 7 6 12
S o u r c e : A g r i c u l t u r a l  Ma r k e t i n g  S e r v i c e ,  U .S .b .A . ,  Wa s h i n g t o n ,
D. C.
* P er Ca p i t a  u s e  i n  L o u i s i a n a  a s s u m e d  to be t h e  s a m e  a s  for 
Un i t e d  S t a t e s .
WHICH,  IN 1953# PRODUCED ^00,  2 1 5  AND H 5  PER CENT 0F THEI R 
PER CAPITA BROILER MEAT NEEDS,  RESPECTI VELY (APPENDIX TABLE 2 ) .  
B r o i l e r  g r o w i n g  may be c h a r a c t e r i z e d  as  a d e c r e a s i n g
COST ENTERPRISE ACCORDING TO BOULDING'S D E F I N I T I O N :
I t i s  p o s s i b l e  t h a t  a r i s e  i n  d e m a n d ,  a l t h o u g h
I T  WILL AT FIRST CAUSE AN INCREASE IN THE PRICE OF 
THE PRODUCT, WILL ALSO CAUSE AN INCREASE IN OUTPUT,
A LOWERING OF COSTS AND THEREFORE A RISE IN SUPPLY 
AND POSSIBLY A FALL IN PRICE.  WHERE A RISE IN DE­
MAND CAN IN THIS WAY CAUSE A FALL IN PRICE THE I N ­
DUSTRY IS SAID TO BE ONE OF DECREASING COST . '
T e c h n o l o g i c a l  a d v a n c e s  i n  t h e  g r o w i n g  of b r o i l e r s
SUCH.AS BETTER STOCK, IMPROVED FEED, MANAGEMENT PRACTICES,
AND BETTER DISEASE CONTROL HAVE ALL CONTRIBUTED TO LOWER
1B o u l d i n g ,  K. E . ,  E c o n o m i c  A n a l y s i s . H a r p e r  &  B r o s . ,  
New Y o r k ,  1 9 4 8 .  P .  198.
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GROWING COSTS. T H IS  HAS ENABLED THE BROILER ENTERPRISE TO 
EXPAND OUTPUT EVEN WHEN PRICES WERE DECLINING AS IN 1 9 5 ^ *
T he p r o f i t  m a r g i n  p er  b i r d  h a s  na r ro we d  b u t  some  growers
HAVE ATTEMPTED TO MAINTAIN INCOMES BY EXPANDING PRODUCTION.
S i n c e  f ou r  or f i v e  b r o o d s  of  b r o i l e r s  can  be  p r o d u c e d  a n ­
n u a l l y ,  THE NUMBER OF BROILERS GROWN MAY FLUCTUATE WIDELY 
DURING A GIVEN YEAR AS HIGH PRICES STIMULATE PLACEMENTS 
WHICH SOMETIME LATER CAUSE DEPRESSED MARKETS. THEN,  THESE 
LOW PRICES DISCOURAGE PLACEMENTS AND SOMETIME LATER PRICES 
RISE AGAI N.  |N THIS WAY, SOME BROILER GROWING RESOURCES 
ARE OPERATED BELOW CAPACITY AND SOME RESOURCES TAKE EXIT  
FROM THE INDUSTRY DUE TO THESE PRICE FLUCTUATIONS.  POUL­
TRY WORKERS HAVE ADVANCED THE HYPOTHESIS THAT A GREATER 
DEGREE OF COORDINATION,  INCLUDING RISK-SHARING AMONG FEED 
DEALERS, GROWERS AND OTHERS, WOULD CONTRIBUTE TO A MORE 
STABLE BROILER ENTERPRISE.
T e c h n o l o g i c a l  a d v a n c e s  i n  t h e  m a r k e t i n g  of  b r o i l e r s
HAVE INCLUDED THE CONSTRUCTION OF PROCESSING PLANTS CLOSER 
TO PRODUCTION AREAS, THE DEVELOPMENT OF FRESH-K ILLED-CHI LLED  
BROILER PROCESSING WHICH PROVIDES RAPID MOVEMENT OF BROILERS 
INTO CONSUMPTION CHANNELS AND BETTER MERCHANDISING OF THE 
PRODUCT IN RETAIL  SHOPS. Gr OCERY STORES, EATING ESTABLISH­
MENTS, AND OTHER OUTLETS HAVE REPORTED AN INCREASING DEMAND 
FOR POULTRY MEAT DUE TO INCREASED URBANIZATION,  HIGHER PER 
CAPITA INCOMES, A V A I L A B I L I T Y  OF BROILERS AND CONTINUED EDU­
CATIONAL EMPHASIS ON THE VALUE OF POULTRY IN THE D I E T .
W i t h i n  L o u i s i a n a ,  t h e  d e v e l o p m e n t s  i n  g r o w i n g  b r o i l ­
ers  HAVE NOT ALWAYS BEEN WELL COORDINATED WITH THE MARKETING
f u n c t i o n . Co n s e q u e n t l y ,  c e r t a i n  m a l a d j u s t m e n t s  h a v e  p e r h a p s
CAUSED THE BROILER ENTERPRISE TO BE LESS REMUNERATIVE THAN 
IT OTHERWISE WOULD HAVE BEEN. FOR EXAMPLE, THE SOUTHERN 
PART OF THE STATE IS PRODUCING EGGS FOR BROILER-CHICK PUR­
POSES BUT MANY OF THE EGGS ARE SOLD AND HATCHED IN STATES 
OTHER THAN LO UI S IA N A.  OFTEN,  THE CHICKS HATCHED FROM THESE 
EGGS RE-ENTER THE NORTHERN PART OF LOUISIANA TO BE GROWN 
BUT A MAJORITY ARE SENT OUT TO BE PROCESSED AND THEN A POR­
TION RE-ENTER THE STATE TO BE CONSUMED.
S e v e r a l  e c o n o m i s t s  h a v e  e x p r e s s e d  t h e  n e e d  for  s t u d ­
i e s  IN FIRM INTEGRATION ESPECIALLY IN AREAS WHERE MONOPOLISTIC 
ELEMENTS MAY HAVE ARISEN AND WHERE FINANCE PLANS MAY HAVE 
FOSTERED ECONOMIC INTEGRATION.  ALSO,  THE GROWING INTEREST 
IN COOPERATIVES AS A MEANS TOWARD PROVIDING FARMERS WITH 
GREATER CONTROL OVER THEIR PRODUCTS EMPHASIZES FURTHER THE 
NEED FOR A STUDY OF INTEGRATION.  THE BROILER INDUSTRY IN 
PARTICULAR HAS EXPERIENCED RAPID CHANGES IN METHODS OF GROW­
ING AND MARKETING WHICH HAVE CALLED ATTENTION MORE FORCEFULLY 
TO THE NEED FOR AN APPRAISAL OF INTEGRATION PATTERNS.
T h e r e  i s  r e a s o n  to b e l i e v e  t h a t  i n t e g r a t i o n  i n  a g r i ­
c u l t u r e  IS BEING INSTITUTED AT A RAPID RATE AS RELATIVELY 
FEW FIRMS BECOME DOMINANT IN CERTAIN AGRICULTURAL PRODUCTS 
WITH THE RESULT THAT MONOPOLISTIC STRUCTURES ARE CREATED IN 
THE MARKETING PROCESS. THIS LEO NlCHOlLS TO STATE THAT HE 
FEARED THE MONOPSONI ST IC ELEMENTS IN LOCAL COUNTRY-BUYING
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AGENCIES AS MUCH AS HE DID THOSE OF THE LARGER PROCESSORS OR 
WHOLESALE DISTRIBUTORS.
T he p r i c e  t h e  f a r m e r  r e c e i v e s  i s  j u s t  a s
DEPENDENT UPON MARGINS TAKEN BY SUCH ASSEMBLING 
AGENCIES AS BY LARGE PROCESSORS. OF COURSE,
THERE HAS BEEN AN INCREASING TENDENCY IN RECENT 
YEARS FOR THE LARGE PROCESSORS TO INTEGRATE BACK 
TO PERFORM THE LOCAL ASSEMBLING FUNCTION.2
Ba u m ,  i n  a d d r e s s i n g  t h e  A m e r i c a n  Farm  Ec o n o m i c  
A s s o c i a t i o n ,  s t a t e d  t h a t :
" T he b r o i l e r  i n d u s t r y  i s  not  i n  a p o s i t i o n  to
ACHIEVE THE DEFINED CONDITION OF ORDERLY MARKETING 
IN MANY AREAS BECAUSE IT IS RELATIVELY UNORGANIZED,
I . E . ,  THERE EXISTS A LACK OF COORDINATED EFFORT 
AMONG THE SEGMENTS NECESSARY TO INSURE A PROPER 
ALLOCATION OF PRODUCTIVE RESOURCES IN MEAT PRODUC­
T I ON,  PROCESSING, AND D I S T R I B U T I O N . "  HE PRESENTS 
THE THESIS THAT A HIGH DEGREE OF VERTICAL INTEGRA­
TION IN THE COMMERCIAL POULTRY MEAT INDUSTRY IS 
NECESSARY IF IT  IS TO EXPAND AND REMAIN PROFITABLE.
T he  a c h i e v e m e n t  of  s t a b i l i t y  i n  t h e  s y s t e m  wou l d
RESULT IN THE EL I MI NATI ON OF MARKET GLUTS AND THE 
" I N - A N D - O U T "  NATURE OF THE POULTRY MEAT INDUSTRY.3
Ma n y  e c o n o m i s t s  h a v e  s u p p o r t e d  t h e  i d e a  t h a t  a g r i c u l ­
t u r e  WOULD BE IN BETTER POSITION IF MORE FARMERS GAINED 
EFFI C I ENT CONTROL OF THE MARKETING SYSTEM FOR THEIR PRODUCTS.
D oa n e  i n  h i s  r e c e n t  book  s a i d :
" T he  p o u l t r y  f a r m e r  ma y  go from  e gg s  to f r i e d
CHICKEN,  WITH L I T T L E  OR NO HELP FROM OTHERS, WHILE 
THE WHEAT, CORN, OR HOG PRODUCER MAY FIND IT ADVAN­
TAGEOUS TO COOPERATE WITH HIS NEIGHBORS IN TURNING
2 N i c h o l e s ,  W. H . ,  I m p e r f e c t  C o m p e t i t i o n  W i t h i n  
A g r i c u l t u r a l  I n d u s t r i e s .  I owa S t a t e  C o l l e g e  P r e s s .  Ames.  
I o w a ,  1 9 * n .  P p .  1 ^ 3 - 1 54 .
^ Baum,  E. L . ,  "An E v a l u a t i o n  o f  I n t e g r a t i o n  i n  t h e  
P o u l t r y  M e a t  I n d u s t r y " ,  J o u r n a l  o f  Farm E c o n o m i c s .  V o l .  3 3 *  
Nov. 1951,  No. k ,  P a r t  27 Pr. 10 34 -1037 .
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GRAIN INTO BREAD OR HOGS INTO HAMS. "  DoANE'S CONTENTION 
IS THAT MARKETING MARGINS ARE RATHER RI GID AND FLUCTUATE 
L I T T L E ,  WHILE THE PRICE OF THE RAW PRODUCT ITSELF FLUC­
TUATES w i d e l y . T h e r e f o r e ,  i f  p r o d u c e r s  of  raw p r o d u c t s  
CAN ABSORB SOME OF THE MARKETING FUNCTIONS SUCH AS GRAD­
ING,  CLEANING AND PACKING,  THEY WOULD BE IN BETTER POSI ­
TION TO REDUCE MARGINS, MAINTAJN QUALITY AND EVEN OUT 
FLUCTUATIONS IN THEIR INCOMES.1*
I t  IS GENERALLY KNOWN THAT ECONOMIC INTEGRATION IS 
TAKING PLACE IN BOTH BROILER GROWING AND MARKETING. THE 
EFFECT OF THIS INTEGRATION ON BROILER OUTPUT, PRICE FLUC­
TUATIONS AND MARKET COMPETITION NEEDS ADDITIONAL STUDY. IT  
MAY BE ASSUMED THAT IMPROVED COORDINATION AT ALL LEVELS IN 
THE GROWING AND MARKETING PROCESS WOULD HELP TO REDUCE CYCLES 
OF OVER-AND-UNOER PRODUCTION AND PROVIDE A LONG-RANGE 
S T A B I L I T Y  THAT WOULD BENEFIT ALL SEGMENTS OF THE INDUSTRY.
Wh e t h e r  t h i s  w i l l  be  b e n e f i c i a l  i n  t e r m s  of l ower  p r i c e s
TO CONSUMERS OR WHETHER ANTICIPATED BENEFITS WILL ACCRUE 
ONLY TO THE FIRMS INVOLVED IS A MATTER OF GREAT PUBLIC 
INTEREST.
I n t e g r a t i o n  i s  s o m e t i m e s  e r r o n e o u s l y  c o n s i d e r e d  t o
BE THE ANTITHESIS OF S P E C IA L IZ A T I O N .  |N SOME INSTANCES,
THIS MAY BE TRUE WHERE A BROILER GROWER ATTEMPTS TO PERFORM 
ALL NEEDED SERVICES.  HOWEVER, THE AVERAGE BROILER GROWER 
DEPENOS ON OTHER FIRMS FOR INPUTS AND FOR OUTPUT D I SP O S I T I ON .
S p e c i a l i z a t i o n  i n  g r o w i n g  a n d  m a r k e t i n g  h a s  s e p a r a t e d  the
GROWER FROM HIS INPUT-OUTPUT FACTORS. CERTAIN PATTERNS
k
D o a n e ,  D .  H . ,  V e r t i c a l  Farm D i v e r s i f i c a t i o n . U n i v .  
o f  O k l a .  P r e s s ,  N o r m a n ,  O k l a h o m a ,  1 9 5 ° *  p * 3 *
OF INTEGRATION MAY SERVE TO RE-UNITE THE GROWER WITH CONTROL 
OVER HIS PRODUCT WHILE RETAINING THE BENEFICIAL EFFECTS OF 
S P E C I A L I Z AT I ON .  TH I S  MAY BE OF HELP IN GROWING BROILERS 
MORE CHEAPLY AND INSURING A BETTER D I V I S I O N  OF INCOME TO 
BROILER GROWERS.
SOURCE OF DATA, SCOPE AND METHOD OF STUDY 
S o u r c e s  of  d a t a  i n c l u d e : ( 1 )  E c o n o m i c  j o u r n a l s ,
TEXTS,  AND THESES BEARING ON FIRM INTEGRATION,  ( 2 )  FEDERAL 
DOCUMENTS SUCH AS THE TEMPORARY NATIONAL ECONOMIC COMMITTEE 
MONOGRAPHS, ( 3 ) AGENCY INFORMATION INCLUDING THOSE OF THE
A g r i c u l t u r a l  M a r k e t i n g  S e r v i c e ,  F a r m e r  C o o p e r a t i v e  S e r v i c e  
and t h e  P o u l t r y  S e c t i o n  o f  U n i t e d  S t a t e s  D e p a r t m e n t  o f  
A g r i c u l t u r e ,  (k)  R e s e a r c h  r e p o r t s  o f  v a r i o u s  a g r i c u l t u r a l
EXPERIMENT STATIONS,  POULTRY DEPARTMENTS AND D I V I S I O N S  OF 
AGRICULTURAL ECONOMICS AND ( 5 )  RESEARCH STUDIES ON POULTRY 
MARKETING CONDUCTED BY THE LOUISIANA AGRICULTURAL EXPERIMENT
S t a t i o n  s i n c e  1 9 ^ 8 ,  i n  c o o p e r a t i o n  w i t h  t e n  o t h e r  S o u t h e r n  
s t a t e s . T h e s e  a n d  o t h e r  s o u r c e s  of  i n f o r m a t i o n  w i l l  be
ACKNOWLEDGED IN FOOTNOTES AT THE APPROPRIATE PLACE IN THE 
T H E S I S .
V a r i o u s  m e t h o d s  of  s t u d y  a r e  e m p l o y e d  b u t ,  p r i n c i p a l l y ,
THE CASE METHOD IS U T I L I Z E D  SINCE IT  PROVED TO BE MORE ADAPT­
ABLE TO INTEGRATION ANALYSIS.  AFTER AN INTEGRATION PATTERN 
IS THEORETICALLY DELINEATED,  A CASE STUDY EMPIRICALLY I L L U S­
TRATING THE PARTICULAR PATTERN IS CITED WHICH SERVES TO 
ILLUSTRATE THE TYPE OF FIRM BEHAVIOR ASSOCIATED WITH THE
INTEGRATION PATTERN. S T AT I S T I C A L  METHODS COULD BE EMPLOYED 
IF  SPECIF IC DATA WERE AVAILABLE ON A LARGE NUMBER OF FIRMS.
T h i s  s t u d y  l a y s  t h e  f o u n d a t i o n  for  s t a t i s t i c a l  a n a l y s e s
THAT SHOULD FOLLOW AND WHICH COULD BE AIMED AT MEASURING 
THE DIFFERENCES BETWEEN THE VARIOUS INTEGRATION PATTERNS.
I n d u c t i v e  a nd  d e d u c t i v e  r e a s o n i n g  m e t h o d s  were
EMPLOYED IN CONJUNCTION WITH THE CASE METHOD. INDUCTION 
ALLOWS ASCERTAINING GENERAL UNIFORMITY AMONG PHENOMENA 
UNDER OBSERVATION SUCH AS DEVISING A GENERAL INTEGRATION 
PATTERN BY OBSERVING INDI VI DUAL FIRM BEHAVIOR.  DEDUCTION 
ALLOWS THE LABELING OF SPECIFIC FIRM BEHAVIOR WITH A MORE 
GENERAL INTEGRATION PATTERN. UNDER INDUCTION,  THE I N D I V I D ­
UAL f i r m ' s a c t i o n  s u g g e s t s  b r o a d e r  g e n e r a l i z a t i o n s . D e d u c ­
t i o n  ALLOWS A TESTING OF THE GENERALIZATION OR HYPOTHESIS.
T he  c a s e  m e t h o d ,  t h e r e f o r e ,  s e r v e s  a s  a u s e f u l  t o o l  i n
DEDUCT I ON.
T he n u m e r o u s  c a s e  s t u d i e s  u t i l i z e d  i n  t h i s  t h e s i s
ARE DRAWN FROM LOUISIANA AND OTHER BROILER GROWING AREAS'
OF THE COUNTRY SUCH AS THE BROILER COOPERATIVES IN ARKANSAS 
DEALER-GROWER FINANCE PLANS IN GEORGIA AND THE FEED MILL ING 
INDUSTRY IN MISSOURI .  THE THEORETICAL ASPECTS OF THE STUDY 
SHOULD BE APPLICABLE TO ANY BROILER GROWING AREA EVEN 
THOUGH• FI  RMS MAY EMPLOY DIFFERENT TECHNIQUES IN DEVELOPING 
INTEGRATION PATTERNS.
T h e r e  s e e m s  to be  g e n e r a l  a g r e e m e n t  t h a t  e m p i r i c a l
TESTING OF INTEGRATION HYPOTHESES IS LAGGING BEHIND SOME 
OF THE THEORETICAL FRAMEWORKS THAT HAVE BEEN DEVELOPED.
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One d i f f i c u l t y  i n  t e s t i n g  t h e o r e t i c a l  h y p o t h e s e s  i s  t h a t  a
THOROUGH KNOWLEDGE OF AN INDUSTRY IS NECESSARY BEFORE VALID 
EMPIRICAL TESTING CAN OCCUR. ANOTHER DI FF I CULTY IS THAT 
THE ISSUE OF FIRM INTEGRATION IS A CONTROVERSIAL ONE I N­
VOLVING QUESTIONS RELATING TO MARGINS, PRICING PO LI C I ES ,  
MARKET CONTROL AND THE L I K E ;  AND A THIRD ONE CONCERNS THE 
INADEQUACY OF THE CONVENTIONAL ANALYTICAL TOOLS SUCH AS 
THE "PERFECT MARKET" CONCEPT WHICH IS FAR FROM REALI TY .
T he f i r s t  o b j e c t i v e  of t h i s  s t u d y  i s  to d e v e l o p  a
THEORETICAL FRAMEWORK FOR ISOLATING THE NATURE AND EXTENT 
OF FIRM INTEGRATION AS IT  MAY EXIST IN THE BROILER INDUSTRY 
AT THE PRESENT T I ME .  THEORY DEVELOPED IN THE FOLLOWING 
CHAPTER PROVIDES THIS FRAMEWORK.
CHAPTER I I 
PROCESSES IN FIRM INTEGRATION 
I n e c o n o m i c  l i t e r a t u r e  t h r e e  b a s i c  f or ms  of  f i r m
INTEGRATION ARE RECOGNIZED: HORIZONTAL,  VERTICAL AND C I R ­
CULAR. Ho r i z o n t a l  i n t e g r a t i o n  r e f e r s  to a s i t u a t i o n  where
A NUMBER OF S I MILAR BUSINESS UNITS ARE BROUGHT TOGETHER 
UNDER A COMMON MANAGEMENT SUCH AS IN CHAIN RETAIL STORES.
V e r t i c a l  i n t e g r a t i o n  i s  c o mm o n l y  d e f i n e d  as  t h a t  c o m b i n a ­
t i o n  WHICH RESULTS WHEN A FIRM CONTROLS SEVERAL OR ALL OF 
THE STAGES OF PRODUCTION FROM THE GROWING OR MINING OF THE 
RAW MATERIALS TO THE MARKETING OF THE FINISHED PRODUCT.
C i r c u l a r  i n t e g r a t i o n  i s  t h e  a d d i n g  of  p r o d u c t s  to  t h e
SPECIALIZED LINE WHICH FIRMS SELL IN ORDER TO EFFECT OPERAT­
ING ECONOMIES SUCH AS A MEAT-PACKING COMPANY SELLING CHEESE 
AND BUTTER.^  | t MAY ALSO REFER TO FIRMS THAT ARE BOTH 
HORIZONTALLY AND VERTICALLY INTEGRATED.
V a r i o u s  e c o n o m i s t s  h a v e  a d v a n c e d  m o d i f i c a t i o n s  a nd
REFINEMENTS IN DEFINING INTEGRATION PATTERNS. FOR EXAMPLE, 
HlRSCH HAS DELINEATED SEVERAL TYPES OF FIRt f  INTEGRATION
i n c l u d i n g : ( l )  H o r i z o n t a l ,  ( 2 )  Co m p l e m e n t a r y  h o r i z o n t a l ,
( 3 )  V e r t i c a l ,  ( 4 )  C o m p l e m e n t a r y  v e r t i c a l ,  ( 5 )  J o i n t  h o r i ­
z o n t a l - v e r t i c a l  and  ( 6 ) C o m p l e m e n t a r y  h o r i z o n t a l - v e r t i c a l
5 o x e  n f e l d t ,  A. R . ,  I n d u s t r i a l  P r i c i n g  a n d  Ma r k e t  
P r a c t i c e s . P r e n t i c e  Ha l l ,  N e w  V o r k ,  1 9 5 1 *  2 2 1 .
INTEGRATION.
HORIZONTAL INTEGRATION 
A c c o r d i n g  t o  H i r s c h ,  a h o r i z o n t a l l y  i n t e g r a t e d  f i r m
IS A SINGLE PROFIT MAXIMIZING ENTITY IN WHICH A SINGLE MANAGE 
MENT CONTROLS A NUMBER OF UNITS,  WHICH TOGETHER OR SEPARATELY 
HANDLE COMMODITIES EITHER SI MILAR OR COMPLEMENTARY, ON ONE 
AND THE SAME LEVEL OF THE PRODUCTION PROCESS.?
F o r  o u r  p u r p o s e s ,  H i r s c h ' s  d e f i n i t i o n  o f  a h o r i z o n ­
t a l l y  INTEGRATED FIRM MAY HAVE TWO L I M I T A T I O N S :  ( l )  A
STRICT INTERPRETATION OF HIS REFERENCE TO A " S I N G L E 1' PROFIT 
MAXIMIZING ENTITY MAY AUTOMATICALLY REJECT ALL TYPES OF 
COOPERATIVE ENT I T I ES  BECAUSE, AS EMELIANOFF HAS POINTED OUT,
A COOPERATIVE MAY BE NEITHER A FIRM NOR A PROFIT MAXI MI Z ­
ING EN TI TY ,  BUT SIMPLY A COORDINATING AGENCY FOR OTHER PRO-
o
F I T  MAXIMIZING FIRMS.  COOPERATIVE ENT I T I ES  REPRESENT AN 
AGGREGATE OF ECONOMIC UNITS INTO ONE COORDINATED CONTROL 
RATHER THAN A COMPLETE OBLITERATION OF THE MEMBER PARTS 
AS IS COMMON UNDER PROPRIETARY INTEGRATION.  IN ACCEPTING 
EMELIANOFF'S CONCEPT OF A COOPERATIVE ENTITY WE SHALL THEN 
USE THE TERMS "A SINGLE PROFIT MAXIMIZING ENTITY OR AN 
ENTITY OF A COOPERATIVE NATURE. "
^ H i r s c h ,  Z .  W . ,  I n t e g r a t i o n  i n  A g r i c u l t u r a l  M a r k e t i n g . 
U n i v e r s i t y  o f  C a l i f o r n i a ,  U n p u b l i s h e d  P h . D .  T h e s i s ,  1949.
Pp . 3 5 - 3 9 -
? I b i d . . p .  36 .
® E m e l i a n o f f ,  I v a n ,  E c o n o m i c  T h e o r y  o f  C o o p e r a t i o n ,  
E d w a r d s  B r o s . ,  Ann A r b o r ,  M i c h . ,  19^2 .  Pp. 5 6 - 5 9 .
T he s e c o n d  l i m i t a t i o n  i s  H i r s c h ' s r e f e r e n c e  to a
SINGLE MANAGEMENT "CONTROLLING" A NUMBER OF UNITS .  OXENFELDT,  
AMONG OTHERS, HAS DIFFERENTIATED BETWEEN FIRMS "OWNING" AND 
FIRMS "CONTROLLING"  OTHER FIRMS OR BUSINESS UNITS.  THE 
FORMER HE LABELS AS HORIZONTAL EXTENSION THROUGH OWNERSHIP
AND THE LATTER AS HORIZONTAL EXTENSION THROUGH CONTRACT OR
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AGREEMENT•
F or p u r p o s e s  i n  t h i s  s t u d y ,  e x t e n s i o n  t h r o u g h  o wn e r ­
s h i p  IS LABELED "COMPLETE INTEGRATION" AND EXTENSION THROUGH 
CONTRACT IS CALLED " QUASI - INTEGRATI  O N . "  THIS IS NOT, HOW­
EVER, A PARTICULARLY NEW INTERPRETATION OF INTEGRATION
p a t t e r n s .  I n  1939,  P r o f e s s o r  F r a n k  F e t t e r ,  i n  t e s t i f y i n g
BEFORE THE TEMPORARY NATIONAL ECONOMIC COMMITTEE POINTED 
TO THE EXTREMES IN INTEGRATION PROCEDURE:
"AT ONE EXTREME, ANY CONTRACT BETWEEN BUSINESS UNITS 
INDEPENDENTLY OWNED, WHICH EVEN TEMPORARILY SUBSTITUTES 
UNITY FOR INDEPENDENT ACTION AND COMPETITION IN MANAGE­
MENT, PRODUCTION AND SELLING P O L I C I E S ,  I S ,  INSOFAR AND 
FOR THE T I ME ,  A COMBINATION IN THE WIDER SENSE. AT THE 
OTHER EXTREME IS THE COMPLETEST POSSIBLE COMBINATION OF 
PLURAL UN IT S,  BY WHICH ALL SEPARATE OWNERSHIP OF THE 
CONSTITUENT PARTS IS EXTINGUISHED AND ALL LEGAL I DENTITY 
AND INDEPENDENCE OF CONTROL IS MERGED INTO A SINGLE 
GOVERNING WHOLE. ' "10
C o m p l e t e  i n t e g r a t i o n ,  a c c o r d i n g  to F e t t e r ,  i n c l u d e s
ALL DEVICES EFFECTING OWNERSHIP CONTROL WHILE INTEGRATION
^OXENFELDT,  OP. C I T . .  P.  2 2 0 .
i 0F e t t e r ,  F . ,  T .N .E .C . M o n o g r a p h  No .  13,  R e l a t i v e  
E f f i c i e n c y  o f  L a r g e .  M e d i u m - S i z e d  and S m a l l  B u s i n e s s . G o v e r n -  
men t  P r i n t i n g  O f f i c e ,  W a s h i n g t o n ,  b . C . P. 40 0 .
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THROUGH CONTRACTS OR QUASI - INTEGRATI  ON IS EFFECTED BY FRAN­
CHISED DEALERSHIPS,  PRICE ARRANGEMENTS,'  INTER-LOCK ING 
DIRECTORATES AND THE BASING-POINT PRACTICE.
BOULDING ALSO RECOGNIZES THE FACT THAT FIRM INTEGRA­
TION MAY VARY WITH THE EXTENT OF OWNERSHIP AND/OR CONTROL.
IN DOING SO, HE CLASSIF IES INTEGRATION UNDER: ( l )  A "MERGER1
WHERE ONE FIRM ABSORBS ANOTHER AND ( 2 )  A "TRUST"  WHERE ONE 
FIRM OR FIRMS MAY CONTROL OR HAVING WORKING AGREEMENTS WITH 
OTHER FIRMS . 11 I t  WILL BE NOTED THAT BOULDING’ S "MERGER" 
CORRESPONDS TO OUR ( 1 )  COMPLETE INTEGRATION AND HIS "TRUST"  
CORRESPONDS TO OUR ( 2 )  QUASI - INTEGRATI  ON.
T h e r e f o r e ,  i t  i s  r e c o g n i z e d  t h a t  t h e r e  are  a t  l e a s t  
TWO p a t t e r n s  of  h o r i z o n t a l  i n t e g r a t i o n  r a t h e r  t h a n  one as  
c o m m o n l y  b e l i e v e d . T h e s e  two p a t t e r n s  may  now be d e f i n e d
MORE COMPLETELY AS FOLLOWS:
1 .  A COMPLETE HORIZONTALLY INTEGRATED FIRM MAY BE 
EITHER A SINGLE PROFIT MAXIMIZING ENTITY OR AN ENTITY OF A 
COOPERATIVE NATURE IN WHICH A SINGLE MANAGEMENT "OWNS" OR 
IS "OWNED" BY A NUMBER OF UNITS,  TOGETHER OR SEPARATELY 
HANDLING COMMODITIES,  S I MILAR OR COMPLEMENTARY, ON ONE AND 
THE SAME LEVEL OF THE PRODUCTION PROCESS.
2 .  A QUASI-HORIZONTALLY INTEGRATED FIRM MAY BE EITHER 
A SINGLE PROFIT MAXIMIZING ENTITY OR AN ENTITY OF A COOPERA­
T IVE NATURE IN WHICH A SINGLE MANAGEMENT "CONTROLS" ONE OR
11B o u l d i n g ,  o p .  c i t . ,  p p .  607- 608 .
A HUMBER OF UNITS THROUGH CONTRACT ANd / or AGREEMENT, WHICH 
TOGETHER OR SEPARATELY HANDLE COMMODITIES,  S I MILAR OR COM­
PLEMENTARY, ON ONE AND THE SAME LEVEL OF THE PRODUCTION 
PROCESS.
3 . F o r  c o m p a r a t i v e  p u r p o s e s ,  a n o n - i n t e g r a t e d  f i r m
REFERS TO A SINGLE PROFIT MAXIMIZING ENTITY OR AN ENTITY 
OF A COOPERATIVE NATURE IN WHICH THE MANAGEMENT NEITHER 
OWNS, CONTROLS OR INFLUENCES ONE OR A NUMBER OF UNITS HANDL­
ING COMMODITIES,  S IMILAR OR COMPLEMENTARY, ON ONE AND THE 
SAME LEVEL OF THE PRODUCTION PROCESS.
I t s h o u l d  be  n o t e d  t h a t  when  t h e  EXPRESSED p u r p o s e  
OF HORIZONTAL INTEGRATION IS TO RESTRICT COMPETITION,  THE 
FIRM OR FIRMS THUS INVOLVED MAY BE SUBJECT TO ANTI -TRUST  
PROSECUTION.
VERTICAL INTEGRATION
I n l i n e  w i t h  THE PREVIOUS l i m i t a t i o n s  CITED UNDER 
HORIZONTAL INTEGRATION,  TWO TYPES OF VERTICAL INTEGRATION 
MAY BE DEFINED:
1 . A COMPLETE VERTICALLY INTEGRATED FIRM IS A SINGLE 
PROFIT MAXIMIZING ENTITY OR AN ENTITY OF A COOPERATIVE NATURE 
IN WHICH ONE OR A NUMBER OF UNITS ON SUCCESSIVE LEVELS IN 
THE PRODUCTION PROCESS ARE BROUGHT UNDER A SINGLE MANAGERIAL 
CONTROL AND OWNERSHIP. 12
1 9
A c c o r d i n g  to H i r s c h ,  "A v e r t i c a l l y  i n t e g r a t e d ' f i r m
IS A SINGLE PROFIT MAXIMIZING ENTI TY,  IN WHICH A NUMBER OF 
UNITS ,  EACH PERFORMING DIFFERENT FUNCTIONS IN THE PRODUCTION
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2 . A QUASI-VERT ICALLY INTEGRATED FIRM IS A SINGLE 
PROFIT MAXIMIZING ENTITY OR AN ENTITY OF A COOPERATIVE 
NATURE IN WHICH ONE OR A NUMBER OF UNITS ON SUCCESSIVE LEVELS 
IN THE PRODUCTION PROCESS ARE BROUGHT INTO MANAGERIAL CO­
ORDINATION BUT NOT OWNERSHIP.
3 . F o r  COMPARATIVE PURPOSES, A NON-INTEGRATED FIRM
IS DEFINEO AS A SINGLE PROFIT MAXIMIZING ENTITY OR AN ENTITY 
OF A COOPERATIVE NATURE IN WHICH NO UNITS ON SUCCESSIVE 
LEVELS IN THE PRODUCTION PROCESS ARE BROUGHT UNDER MANAGERIAL 
CONTROL, EITHER THROUGH CONTRACT, AGREEMENT OR OWNERSHIP.
TO ILLUSTRATE THESE TWO TYPES OF VERTICAL INTEGRATION,  
FIGURE 1 IS PRESENTED.
|N (A ) AND UNDER A QUASI - INTEGRATED ARRANGEMENT,
Br o i l e r  Ra i s e r  A e n t e r s  i n t o  a y e a r l y  c o n t r a c t  w i t h  Pr o ­
c e s s o r  A AND IS EXPECTED TO DELIVER ALL BROILERS AT THE 
PRICE STIPULATED IN THE AGREEMENT. DECISIONS IN MANAGING 
THE PLANT ARE LEFT ESSENTIALLY WITH BROILER RAISER A.
Un d e r  ( B )  Pr o c e s s o r  A may  d e c i d e  to p r o d u c e  h i s  own
BROILER SUPPLY.  HE MAY ACCOMPLISH THIS BY ( l )  BUYING BROILER
R a i s e r  A ‘ s f a r m ,  ( 2 )  B u i l d i n g  h i s  own p l a n t  o r  ( 3 ) By  r e n t ­
i n g  B r o i l e r  R a i s e r  A ‘ s p l a n t  and h i r i n g  h im o r  some o t h e r
PERSON TO OPERATE THE U N I T .  ENTREPRENEURSHIP RESTS WITH
Pr o c e s s o r  A r a t h e r  t h a n  w i t h  t h e  m a n a g e r  or h i r e d  l a b o r .
a n d / or m a r k e t i n g  of  s i m i l a r  c o m m o d i t i e s  on s u c c e s s i v e  l e v e l s
ARE BROUGHT UNDER A SINGLE MANAGERIAL CONTROL."  OP.  C I T . .
P. 36*
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F i g u r e  1 .  Two T y p e s  o f  V e r t i c a l  I n t e g r a t i o n
Pa t t e r n s  Co m m o n l y  F o u n d  i n  t h e  B r o i l e r  
Gr o w i n g  E n t e r p r i s e  C o m p a r e d  W i t h  
N o n - I N T E G R A T I  ON.
IN ( C )  A NON- INTEGRATED S I T U A T I O N ,  THE INDEPENDENCE 
OF ACTION FOR BOTH PROCESSOR ANO BROILER RAISER IS RECOGNIZED,  
V I Z :  SEPARATE ANO D I S T I N C T  E N T I T I E S  PREVAIL IN THE ABSENCE
OF CONTRACTS OR AGREEMENTS.
CIRCULAR INTEGRATION
F i r m s  t h a t  a r e  b o t h  h o r i z o n t a l l y  a n d  v e r t i c a l l y  i n t e ­
g r a t e d  MAY BE C L A S S I F I ED  AS CIRCULARLY INTEGRATED E N T I T I E S .  
HlRSCH LABELED T H I S  TYPE OF INTEGRATION AS JOI NT HORI ZONTAL-  
VERTI CAL I N T E G R A T I O N . ^3 AN ADDIT I ONAL MEANING USUALLY AS­
CRIBED TO CIRCULAR INTEGRATION CONCERNS THE HANDLING OF 
NUMEROUS COMMODITIES AND/oR THE PERFORMANCE OF MULTIPLE  
SERVICES BY A SINGLE BUSINESS E N T I T Y .
F or e x a m p l e ,  on e  of  t h e  m o r e  c o m mo n  c i r c u l a r l y  i n t e ­
g r a t e d  FIRMS IS A LARGE PETROLEUM COMPANY WHICH OWNS OI L  
WELLS AND R E F I N E R I E S ;  TRANSPORTS FUEL AND OWNS AROUND 1 0 0  
F I L L I N G  STATIONS WHERE MANY DIFFERENT ITEMS ARE SOLD,  I NCLUD­
ING NURSERY STOCK AND CI GARETTES.
F or p u r p o s e s  of  t h i s  s t u d y ,  t h e  two b a s i c  t y p e s  o f
CIRCULAR INTEGRATION ARE DEFINED AS FOLLOWS:
1 .  A COMPLETE CIRCULARLY INTEGRATED FIRM IS E ITHER A 
SINGLE PROFIT MA X I M I Z I N G  E NT I TY  OR AN ENT I TY  OF A COOPERATIVE  
NATURE IN WHICH A SINGLE MANAGEMENT OWNS OR IS OWNED BY A 
NUMBER OF UNI TS  ALL HANDLING S I M I L A R  OR COMPLEMENTARY
^ H l R S C H ,  OP.  C I T . .  P.  3 8 .
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COMMODITIES ON ONE AND SUCCESSIVE LEVELS OF THE PRODUCTION 
PROCESS.
2 .  A QUASl - CI RCULARLY INTEGRATED FIRM IS E ITHER A 
SINGLE PROFIT M A X I M I Z I N G  E NT I T Y  OR AN E NT I TY  OF A COOPERA­
T I V E  NATURE IN WHICH A SINGLE MANAGEMENT CONTROLS OR 
POSSESSES AGREEMENTS BUT DOES NOT OWN A NUMBER OF UNI TS  ALL 
HANDLING S I M I L A R  OR COMPLEMENTARY COMMODITIES ON ONE AND 
SUCCESSIVE LEVELS OF THE PRODUCTION PROCESS.
3 . F o r  c o m p a r a t i v e  p u r p o s e s ,  a n o n - i n t e g r a t e d  f i r m
IS DEFINED AS A PROFIT  M A X I M I Z I N G  E NT I TY  WHICH NEITHER OWNS 
NOR CONTROLS FIRMS OR UNI TS  ON ONE AND SUCCESSIVE LEVELS IN 
THE PRODUCTION PROCESS.
ADVANTAGES AND DISADVANTAGES OF INTEGRATION
NO ATTEMPT IS MADE TO CLASSIFY THE ADVANTAGES AND D I S ­
ADVANTAGES OF INTEGRATION INTO HORIZONTAL,  VERTICAL AND 
CIRCULAR T YPES.  ALSO,  SINCE QUASI - I NTEGRATI  ON MAY PRODUCE 
CONDI T I ONS THAT ARE S I M I L A R  TO COMPLETE I NTEGRATI ONS,  BOTH 
WI LL  BE COMPARED RELATI VE TO A NON- INTEGRATED PATTERN OF 
FIRM BEHAVI OR.  IT IS ASSUMED THAT THE BENEFI TS OR H I N ­
DRANCES DUE TO VARIOUS INTEGRATION PATTERNS WOULD DI FFER  
BY DEGREE RATHER THAN BY SUBSTANCE.  | T  SHOULD BE NOTED 
THAT THE VARIOUS ECONOMIC GROUPS IN THE SOCIETY ARE AFFECTED  
DI FFERENTLY BY A GIVEN INTEGRATION PATTERN,  V I Z :  WHAT IS
^ F O R  OUR PURPOSES,  THE PRODUCTION PROCESS IS CON­
SIDERED TO BE D I V I D E D  INTO GROWING AND MARKETING PHASES.
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" g o o d " f or  t h e  i n t e g r a t i n g  f i r m s  m a y  be " b a d " f or  c o n s u m e r s
AND OTHER GROUPS IN THE S O C I ET Y .
T h e r e  m a y  be two g e n e r a l  a d v a n t a g e s  o f  i n t e g r a t i o n
FOR THE INTEGRATING F I RMS:  ( l )  ECONOMIES OF SCALE AND ( 2 )
C o n t r o l  o v e r  p r i c e .
1 .  By i n t e g r a t i n g ,  f i r m s  m a y  a c h i e v e  e c o n o m i e s  of
SCALE IN GROWING OR MANUFACTURING,  D I S T R I B U T I N G ,  R E TA I L I N G  
OR MERCHANDISING ONE OR MORE PRODUCTS. THE NUMBER OF MAR­
KET TRANSACTIONS MAY BE REDUCED AND COST REDUCTIONS THAT 
FOLLOW MAY BE PASSED ON TO CONSUMERS DEPENDING ON THE SCOPE 
AND DEGREE OF COMPETITION IN ANY GIVEN INDUSTRY AND THE 
E L A S T I C I T Y  OF THE SALES SCHEDULE OF THE COMMODITY OR COM­
MODI T I ES  IN QUESTION.  IN SOME I NTEGRATI ONS,  GOODS AND 
SERVICES COMPLEMENT OTHER GOODS AND SERVICES AND PROVIDE A 
D I V E R S I T Y  OF INCOME TO THE INTEGRATED F I RMS.  PROFITABLE  
ITEMS MAY COMPENSATE FOR OTHERS CARRIED AT A LOSS.  SOME­
T I M E S ,  SUBSTITUTE PRODUCTS FOR I TS MAIN L I NE CAN ALSO BE 
INTEGRATED.  WHEN BUYING I NPUTS,  MANAGEMENT IS GIVEN GREATER 
OPPORTUNITY FOR BARGAINING AND IN OBTAINING C R E D I T .  ALSO,  
GREATER OPPORTUNITY IS AFFORDED IN ESTABLI SHI NG AND M A I N T A I N ­
ING RESEARCH F A C I L I T I E S  AND IN DEVELOPING STABLE AND DEPEND­
ABLE SOURCES OF SUPPLY AND S ER VI CE S .  | F  THE INTEGRATED FIRMS  
CANNOT PRODUCE ALL THEI R SUPPLY,  THEY MAY QUASI - 1NTEGRATE FOR 
THE BALANCE.
2 .  F i r m s  i n  a p u r e l y  c o m p e t i t i v e  s t a t e  s e e k  t o  i m p r o v e
THEI R ECONOMIC P O SI T I O N  BY INTEGRATING SO THAT THEY CAN EXERT 
SOME CONTROL OVER THE PRICE FOR THEI R OUTPUT.  T H I S  MAY BE
22
ACCOMPLISHED BY CONTROLLING A LARGER PART OF THE SUPPLY,  BY 
PRODUCT D I F F E R E N T I A T I O N ,  CONTROL OF S U BST I TUT ES,  RESTRI CT I NG  
IMPORTS OR I N H I B I T I N G  FIRM ENTRY AND THE L I K E .  MONOPOLY 
POWER WOULD BE GREATEST I F  ALL THE INDUSTRY MERGED, FEW 
SUBSTITUTES WERE A VAI LABL E,  AND NO FOREIGN IMPORTS WERE
p o s s i b l e . A l s o ,  f i r m s  m a y  w a n t  t o  d e t e r m i n e  p r i c e s  a t  m o r e  
" s t a g e s " on  t h e  wa y  t o  t h e  u l t i m a t e  c o n s u m e r  i n  o r d e r  t o
ACHIEVE A COORDINATED PRI C I NG POLICY OFFERING BOTH MAXIMUM 
INCENTI VES TO OTHER FIRMS TO CARRY THEIR PRODUCT AND M A X I ­
MUM ATTRACTIVENESS TO BUYERS AT SUBSEQUENT STAGES . ^  F IRMS  
MAY DESIRE TO E L I M I N A T E  PRICE FLUCTUATIONS IN INPUT PROCURE­
MENT AND OBTAIN MORE STABLE PRICES FOR THEI R OUTPUT UNI TS  
BY D I F F E R E N T I A T I N G  THEI R NUMEROUS PRODUCTS WITH ONE BRAND 
NAME.
I n c o n t r a s t  t o  a s u c c e s s i o n  of  f i r m s  p r i c i n g  b y  t h e
MARK-UP METHOD, AN INTEGRATED FIRM WOULD DETERMINE PRICE  
AT ONE AND ALL STAGES.  I T NEED NOT SUBMIT TO SUCCESSIVE  
R ESTRI CTI ONS IN OUTPUT EACH TIME THE UNF I NI SHED PRODUCT IS 
RESOLD.  I T  WOULD, ON THE CONTRARY,  HAVE STRONG I NCENTI VES  
TO PREVENT RESTRI CT I ONS IN OUTPUT THAT WOULD DEPRESS PROFITS  
BELOW THE MAXIMUM AT T A I N ABL E.
An i n t e g r a t e d  f i r m  f a c i n g  s t r o n g  r i v a l r y  f r o m  an
INTEGRATED COMPETITOR CLEARLY WOULD CHARGE LOWER PRICES TO 
THE F I NAL BUYER THAN WOULD RETAI LERS AT THE END OF A SUC­
CESSION OF MARKETS IN WHICH GOODS WERE PRICED BY MARK-UPS.
1̂ OXENFELDT,  OP.  C I T . ,  PP.  2 0 6 - 2 0 7 .
A n i n t e g r a t e d  f i r m  w o u l d  p r e s u m a b l y  p r i c e  i t s  g o o d s  b a c k w a r d
FROM THE CONSUMER LEVEL WHERE I T  WOULD GIVE SOME ATTENTION  
TO AND COULD EXPERIMENT WITH THE EFFECT OF PRICE ON SALES
v o l u m e . N o n - i n t e g r a t e d  f i r m s  w o u l d ,  on t h e  o t h e r  h a n d ,
PRICE THEI R GOODS FORWARD FROM THE RAW MATERIALS BY THE 
MARK-UP METHOD. I F THERE ARE A S U F F I C I E N T  NUMBER OF I N T E ­
GRATED AND NON- INTEGRATED FIRMS COMPETING AT EACH STAGE,
THE PRICE LEVELS SHOULD APPROXIMATE THOSE OF THE PERFECT 
MARKET.  THE CONSUMER MAY BENEFI T  THEN I F  THE INTEGRATED 
FIRMS CAN LOWER PRODUCTION COSTS.
T h e r e  a r e  two  g e n e r a l  d i s a d v a n t a g e s  t o  i n t e g r a t i o n .
T h e  f i r s t  d i s a d v a n t a g e  may  d i r e c t l y  a f f e c t  t h e  i n t e g r a t i n g
FIRMS BY R AI S I NG THEI R COST OF OPERATIONS.  INTEGRATED UNI TS  
MAY RUN INTO DISECONOMIES OF SCALE BY HANDLING TOO MANY GOODS,  
BY COMPLEXITY IN MANAGEMENT AND BY TECHNOLOGICAL L I M I T A T I O N S  
IN S I Z E  OF F I R M ,  AMOUNT OF CAPITAL REQUIRED,  AND METHOD OF 
OPERATIONS.  IN ITS QUEST FOR TOTAL S E L F - S U F F I C I E N C Y ,  I T  
MAY RUN INTO SEVERE PROCUREMENT D I F F I C U L T I E S .  COSTS OF 
OPERATION MAY BE D I F F I C U L T  TO ASCERTAIN FOR ANY PARTICULAR  
SEGMENT OF THE BUSINESS AND THUS I N E F F I C I E N C I E S  MAY ESCAPE 
DETECTI ON.  UNDER NON-1NTEGRAT I ON, EACH FIRM IS CHECKED BY 
THE COMPETI T I VE  MARKET AS TO I TS E F F I C I EN C Y  IN A PARTICULAR  
OPERATION.  I F  COMPETI T IVE  MARKETS DE C L I NE ,  HOWEVER, FOR ANY 
REASON, FIRMS MAY HAVE A L E GI T I MA TE EXCUSE FOR I NTEGRATI NG.
IN OTHER INSTANCES,  ATOMI ST I C FIRMS MAY BE COERCED INTO 
I NTEGRATI ON.  SOME INTEGRATION ATTEMPTS ARE PURELY FOR POWER 
AND CONTROL AND ARE ONLY INCI DENTALLY RELATED TO ECONOMIES
OF PRODUCTION.  I l l  SUCH CASES,  INTEGRATED UNI TS MAY BE SUB­
JECT TO PROSECUTION FOR V I OL A T I O N OF THE A N T I - T R U S T  LAWS.
Wh i l e  v e r t i c a l  i n t e g r a t i o n  m a y  be  m o r e  t e n a b l e  d u e  t o  t h e
ECONOMIC E F F I C I E N C I E S  THAT MAY BE ACHIEVED,  HORIZONTAL I N T E ­
GRATION,  ON THE OTHER HAND, IS OFTEN ATTEMPTED TO EL I MI NA T E  
COMPETITORS.  A CURSORY EXAMINATION WI LL  REVEAL THAT H O R I ­
ZONTAL INTEGRATION MAY BE MORE INSTRUMENTAL IN REDUCING 
COMPETIT ION THAN VERTICAL INTEGRATI ON.
T h e  s e c o n d  d i s a d v a n t a g e  m a y  a f f e c t  t h e  c o n s u m i n g
PUBLIC BY R A I S I N G  THE PRICES OF GOODS USED AND BY OTHERWISE 
CREATING LESS PERFECT MARKETS.  INTEGRATED FIRMS MAY EFFEC­
T I V E L Y  GAIN CONTROL OF THE SUPPLY OF A GIVEN PRODUCT AND 
ATTEMPT TO CONTROL I TS P R I C E .  I n I TS BUYING A C T I V I T I E S ,
I T  MAY BE SO LARGE AS TO EFFECT MONOPSONY OR OLIGOPSONY
c o n t r o l .  T h r o u g h  p r o d u c t  d i f f e r e n t i a t i o n  i t  m a y  g a i n
EXCEEDINGLY STRONG CONTROL OVER THE PRI C I NG OF ITS OWN 
PRODUCTS AND MAY I N H I B I T  FIRM ENTRY INTO I TS  F I EL D  AND 
IMPEDE TECHNOLOGICAL ADVANCES WHEN DI SCOVERI ES POSE A 
THREAT TO I TS ECONOMIC P O S I T I O N .  INTEGRATED UNI TS  MAY 
ATTEMPT TO CONTROL THE PRODUCTION,  SALE AND ADVERTI S I NG OF 
PRODUCTS THAT ARE SUBSTITUTABLE TO I TS MAIN L I NE  SUCH AS
t h e  " B i g  F o u r "  p a c k e r s  e n t e r i n g  i n t o  t h e  c h e e s e ,  e g g ,  a n d
POULTRY MEAT L I N E S .  THE EXTENT OF THEI R CONTROL OVER PRICE  
DEPENDS ON THE E L A S T I C I T Y  OF THE COMMODITIES IN QUESTION,  
EASE OF FIRM ENTRY AND OTHER S I M I L A R  CONSI DERATI ONS.  I n 
CASES WHERE INTEGRATED FIRMS POSSESS A MONOPOLY OF PRO­
CESSING OR HANDLING F A C I L I T I E S ,  THE "MARGINS" ON WHICH THEY
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o p e r a t e  m a y  b e  e f f e c t i v e l y  c o n t r o l l e d  a n d  m a i n t a i n e d  a g a i n s t
THE INTERESTS OF EITHER FARMERS OR CONSUMERS OR BOTH.  ALSO,  
INTEGRATED FIRMS MAY CHOOSE NOT TO PASS-ON TO CONSUMERS COST 
REDUCTIONS ACHIEVED THROUGH INTEGRATION BUT,  I NSTEAD,  MAY 
RETAIN "SUPRA-NORMAL" PROFITS FOR FURTHERING THEI R OWN 
ECONOMIC P O S I T I O N .
I t  h a s  b e e n  s h o w n  t h a t  t h e r e  a r e  t h r e e  b a s i c  t y p e s  
o f  i n t e g r a t i o n ,  v i z : h o r i z o n t a l ,  v e r t i c a l  a n d  c i r c u l a r .
W i t h i n  e a c h  t y p e ,  t h e r e  a r e  t wo  p a t t e r n s ,  e i t h e r  ( 1) Com­
p l e t e  o r  ( 2 )  Q u a s i .  F o r  c o m p a r a t i v e  p u r p o s e s ,  n o n - i n t e ­
g r a t i o n  IS RECOGNIZED.  HOWEVER, THESE PATTERNS OF INTEGRA­
T I ON HAVE L I T T L E  MEANING UNLESS THEY ARE EXAMINED W I T H I N  
THE FRAMEWORK OF COMPETITION E X I S T I N G  IN OUR PRESENT-DAY
ECONOMY. T h e  f o l l o w i n g  s e c t i o n  p r o v i d e s  a n  a n a l y s i s  of
BOTH NON- I NTEGRATION AND INTEGRATION RELATIVE TO PERFECT 
C O MP E T I T I O N ,  ABSOLUTE OR PURE MONOPOLY AND, MONOPOLISTIC  
OR IMPERFECT C O MP E T I T I O N .
T he  HYPOTHESIS ADVANCED IS THAT INTEGRATION PATTERNS 
CONTRIBUTE TO IMPERFECT MARKET STRUCTURES WHEN COMPARED 
WITH THE ORTHODOX D E F I N I T I O N  OF "PERFECT MARKETS."  THERE­
FORE,  TWO ITEMS NEED TO BE EXPLORED: ( l )  WHAT CONSTITUTES
A PERFECT OR IMPERFECT MARKET? AND ( 2 )  HOW DO INTEGRATION  
PATTERNS DEVELOP AND PERSI ST W I T H I N  PERFECT AND IMPERFECT  
MARKET STRUCTURES? At  T H I S  P O I NT ,  A BRI EF  D E F I N I T I O N  OF 
FOUR TERMS USED IS PRESENTED.  THESE INCLUDE:  ( l )  NATURE
OF MARKET STRUCTURES,  ( 2 )  C O M P E T I T I ON ,  ( 3 )  INPUT-OUTPUT  
FACTORS AND ( ^ )  SCOPE OF I NTEGRATI ON.
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( 1 )  T h e r e  a r e  t h r e e  b a s i c  m a r k e t  s t r u c t u r e s :  (A)
PERFECT COMPETIT ION OR ATOMI ST I C MARKETS,  ( B )  IMPERFECT
COMPETI T ION OR THOSE INVOLVING OLIGOPOLY AND OLIGOPSONY
ano (C)  P u r e  m o n o p o l y  o r  mo n o p s on y .  P e r f e c t  c o m p e t i t i o n
E X I ST S  WHEN THERE ARE ENOUGH SELLERS OR BUYERS,  ALL
RELATI VELY SMALL,  AND NONE OF THEM PROOUCING OR BUYING A
1 6
S I G N I F I C A N T  PORTION OF THE TOTAL MARKET SUPPLY.  THE WORD 
" A T O M I S T I C ” REFERS TO A FIRM HAVING NO INFLUENCE IN THE 
MARKET.
I m p e r f e c t  or m o n o p o l i s t i c  c o m p e t i t i o n  e x i s t s  wh e n
THERE IS NEITHER ONE SELLE r/ b UYER NCR VERY MANY S E L L E R S /
b u y e r s ; m o r e o v e r ,  t h e  p r o d u c t s  t h e y  s e l l  or b u y ,  r e g a r d l e s s
OF THEI R NUMBERS, ARE USUALLY NOT I DENTI CAL BUT D I F F ER E N ­
T I ATED IN SOME D E G R E E . | p  IMPERFECT COMPETITION OCCURRS 
ON THE SELLING S I DE I T  IS CALLED OLIGOPOLY AND I F  I T  IS ON 
THE BUYING S I DE IT  IS OLIGOPSONY.
Pu r e  m o n o p o l y  e x i s t s  w h e n  on e  f i r m  s e l l s  an  o u t p u t
1 Q
FOR WHICH THERE IS NO CLOSE COMPETITOR OR R I V A L .  PURE 
MONOPSONY E X I S T S  WHEN ONE FIRM REPRESENTS THE ONLY OUTLET 
AVAILABLE FOR THE GOODS PRODUCED.
( 2 )  A BASIC POINT OFTEN CONFUSED IN ECONOMIC THEORY 
I S  THE EXACT MEANING OF " C O M P E T I T I O N . "  BY COMPETIT ION IS
1^ B a i n ,  J .  S . ,  P r i c e  T h e o r y .  H o l t  &. C o . ,  New Y o r k ,  
N.  Y . ,  1 952 .  P.  6 l ,  A d a p t a t i o n .
p .  65,  An a d a p t a t i o n .
1^ I|bid, p. 192.
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MEANT THE RELATI ONSHI P OF A C T I V I T I E S  BETWEEN AND AMONG THE 
MEMBERS OF THE SAME OR RELATED GROUP SUCH AS THE COMPETI T IVE  
RELATI ONSHI PS AMONG SELLERS OF FARM PRODUCTS. COMPETI T ION  
IS NOT MEANT TO DESCRIBE THE COMPETI T IVE  RELATIONSHIPS  
BETWEEN N O N - I DE N T I CA L  OR "POLAR" GROUPS SUCH AS BUYERS 
AND SELLERS.  OBVIOUSLY,  THE SELLERS OF FARM PRODUCTS MAY 
BE PERFECTLY COMPETI T I VE  AMONG THEMSELVES WHILE FACING A 
GROUP OF BUYERS THAT ARE NOT SO COMPETI T IVE AMONG THEM­
SELVES.  V e r t i c a l  f i r m  i n t e g r a t i o n  r e f e r s  to t h e  r e l a t i o n ­
s h i p  BETWEEN BUYING AND SELLING FIRMS WHILE HORIZONTAL  
INTEGRATION CONCERNS FIRMS EITHER ON THE BUYING OR SELLING
s i d e .  B e c a u s e  o f  t h a t  f a c t ,  we m a y  s a y  t h a t  v e r t i c a l
INTEGRATION APPEARS LESS DANGEROUS THAN HORIZONTAL ARRANGE­
MENTS IN REDUCING C OMP E T I T I ON.
( 3 ) T h r o u g h o u t  t h e  r e m a i n d e r  of  t h e  s t u d y  t e r m s
SUCH AS BUYERS AND SELLERS OF " I N P U T "  AND BUYERS AND SELLERS
of  " o u t p u t " w i l l  be  u s e d .  T h e  t e r m  " i n p u t " r e f e r s  to raw
MATERIALS USED IN THE BROILER GROWING PROCESS SUCH AS FEED,  
CHICKS AND MEDI CI NES FOR GROWER-FI  RMS• IN CASE OF A 
HATCHERY,  INPUT WOULD MEAN P R I NC I PA L L Y  EGGS WHILE FOR 
PROCESSING PLANTS THEIR INPUT IS PRI NCI PALLY L I V E  BROI LERS.
O f c o u r s e ,  t h e  o u t p u t  of  o n e  f i r m  c o n s t i t u t e s  a n  i n p u t  f o r  
a n o t h e r .  F or e x a m p l e ,  t h e  " o u t p u t " o f  a b r o i l e r  g r o w i n g
PLANT IS L I V E  BROILERS WHILE "OUTPUT" OF HATCHERIES WOULD 
BE BABY CHICKS AND THAT OF PROCESSING PLANTS,  EVISCERATED  
BROI LERS.
( U )  A F I R M ' S  P O SI T I ON  IN THE MARKET IS NOT ALWAYS
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FI XED AND R I G I D .  I T HAS A RELATI ONSHI P TO ITS COMPETITORS  
ON THE SELLING S I D E ,  FOR EXAMPLE,  AND A RELATI ONSHI P TO THE 
FIRMS ON THE BUYING S I D E .  IN SELLING ONE COMMODITY I T  MAY 
BEHAVE AS AN OLI GOPOLI ST  AND IN BUYING INPUT FACTORS IT  
MA-Y ACT AS AN ATOMI STI C F I R M .  WHEN A MONOPSONI ST IC COUNTRY 
BUYING AGENCY IS ANALYZED,  ONE MAY V I S U A L I Z E  ITS ABSOLUTE 
BUYING POWER RELATI VE TO FARMERS AND,  IN TURN,  ITS MONOP­
O L I S T I C  POWER WHEN SELLING THEM FARM I NPUTS.  THE EXTENT AND 
DEGREE OF IMPERFECT COMPETITION DEPENDS- ON FIRM ENTRY,  
S U B S T I T U T E S ,  IMPORTS,  AND THE L I K E .
I n t e g r a t i o n  o c c u r r s  on e i t h e r  t h e  b u y i n g  or s e l l i n g
SI DE OF THE F I R M ' S  OPERATIONS,  V I Z :  FORWARD WITH "OUTPUT"
a n d / or b a c k w a r d s  t o  " i n p u t " .  Ho w e v e r ,  i n  c a s e  of  a r e t a i l
F I R M ,  I T  IS INTEGRATED FORWARD IN THE SENSE THAT I T  SERVES 
CONSUMERS AS THE F I NAL L I NK  IN THE PRODUCTION PROCESS.  A 
CLUE TO THE D I F F I C U L T Y  OF INTEGRATING GROWER-FI  RMS MAY BE 
FOUND IN THE STATEMENT ABOVE.  WHEREAS FOOO STORES MAY AS­
CERTAIN MORE OR LESS PRECISELY THE LEVEL OF CONSUMER DEMAND 
FOR THEI R "OUTPUT" AND THUS F A C I L I T A T E  THEIR "BACKWARDS" 
I NTEGRATI ON,  FARMERS MUST MOVE FORWARD IN CONSIDERABLE  
UNCERTAINTY BECAUSE OF THE INTERVENING FIRMS AND L I NKS THAT 
USUALLY SEPARATE THEM FROM THE ULTIMATE CONSUMER.
INTEGRATION PATTERNS WITHIN MARKET STRUCTURES 
F o r  c o m p a r a t i v e  p u r p o s e s ,  n o n - i n t e g r a t i o n  i s  f i r s t
ANALYZED TO ASCERTAIN THE PROBABLE BEHAVIOR OF SUCH FIRMS  
UNDER PURE OR PERFECT C O MP E T I T I O N ,  IMPERFECT OR MONOPOLISTIC
COMPETITION AND PERFECT OR PURE MONOPOLY-MONOPSONY.
( I )  N o n - I n t e g r a t I on
A NON- INTEGRATED FIRM IS DEFINED AS A P R O F I T -  
M A X I M I Z I N G  E NT I TY  WHICH NEITHER OWNS NOR CONTROLS FIRMS  
OH UNI TS  ON ONE AND SUCCESSIVE LEVELS IN THE PRODUCTION
19PROCESS.  7
P e r f e c t  Co m p e t i t i o n
U n d e r  p e r f e c t  c o m p e t i t i o n ,  e a c h  f i r m  h a s  s u c h  a
SMALL PART OF THE MARKET ( A T O M I S T I C )  THAT I T  EXERTS NO 
APPRECIABLE INFLUENCE ON THE LEVEL OF MARKET P R I CE S.  ITS  
PRODUCTS ARE HOMOGENUOUS ( U N D I F F E R EN T I A T E D )  AND ARE SOLD 
ON THE "OPEN" MARKET TO WHOMEVER WILL PAY THE GOING PRICE  
FOR A PARTICULAR GRADE OR QU A L I TY .  THERE IS NO CONTROL 
EXERCISED OVER THE ATOMI ST I C FIRM IN DISPOSI NG OF ITS  
PRODUCT AND THE FIRM IS FREE TO DECIDE WHEN, WHERE, HOW 
AND TO WHOM TO S EL L .  UNDER THE PERFECT COMPETI T I VE  MODEL 
THERE CAN E X I S T  NOTHING BUT ATOMI ST I C AND NON- INTEGRATED  
F I R M S .  Q U A S I - I N T E G R A T I V E  ARRANGEMENTS ARE EXCLUOED.
A NON- INTEGRATED FIRM UNDER PERFECT COMPETIT ION  
MAY PURCHASE I TS  INPUT UNI TS AT ANY PLACE I T  CHOOSES AND 
ON ITS OWN BARGAINING POWER. I T  PAYS THE "GO I N G - P R I C E " 
FOR INPUT FACTORS AND PROPORT I ONALI ZES  I TS INPUTS TO 
MAXI MI ZE  PROFITS W I T H I N  THE F I R M ' S  C A P A B I L I T I E S .  ANY ONE 
FIRM CAN REFUSE TO SELL OR TO BUY,  AND CONSEQUENTLY,  ' . 1
19ADAPTED FROM PAGE 2 0  IN T H I S  THESI S
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PRICES WOULD HOT BE AFFECTED BECAUSE THE E L A S T I C I T Y  FOR A 
GI VEN FIRM IS " I N F I N I T E . "  A PERFECT MARKET E XI ST S  FOR A 
FIRM I F  I T  CAN BUY AS MUCH AS I T  WANTS AT A GIVEN PRICE  
BUT CAN PURCHASE NOTHING AT A LOWER P RI CE .  HOWEVER, LOWER 
OR HIGHER PRICES ARE PAID BECAUSE OF IMPERFECT KNOWLEDGE 
WHICH I S ,  OF COURSE, CONTRARY TO OUR ASSUMPTION OF PERFECT 
C O M P E T I T IO N .  IN A D D I T I O N ,  DEPARTURES FROM PERFECT COMPETI ­
T ION COULD RESULT FROM: ( l )  D I F F E R E N T I A T I O N  OF S ER VI CES,
( 2) A d v a n t a g e s  o f  l o c a t i o n  and ( 3) I n t e g r a t i o n  a r r a n g e m e n t s ,
AMONG OTHERS.
T r a d i t i o n a l  e c o n o m i c  t h e o r y  a s s u m e s  t h a t  e a c h  f a c t o r
USED BY A FIRM IS BOUGHT ON A PERFECT MARKET IN COMPETIT ION
Wi t h  m a n y  o t h e r  f i r m s . T h e  p r i c e  o f  i n p u t s ,  h o w e v e r ,  m a y
DEPEND NOT SO MUCH ON THE DEGREE OF COMPETI T ION AMONG THOSE 
WHO ARE BUYING THE INPUTS BUT UPON THOSE WHO SELL THEM.
Mo n o p o l i s t i c  C o m p e t i t i o n
Mo n o p o l i s t i c  c o m p e t i t i o n  d e n o t e s  a h y b r i d  m a r k e t
STRUCTURE OR ONE WHERE PERFECT COMPETIT ION IS FOUND CO­
E X I S T I N G  WITH PURE MONOPOLY IN A D D I T I O N  TO A WIDER RANGE 
OF FIRM BEHAVIOR WHICH I S  NEITHER PERFECTLY COMPETI T I VE  
NOR PERFECTLY MONOPOLI ST I C.  NON-1NTEGRATI  ON OF FIRMS IS 
COMMON UNDER IMPERFECT MARKET STRUCTURES.  OF THREE FIRMS  
LOCATED S I DE  BY S I D E ,  ONE MAY BE NON- I NTEGRATED,  ONE COM­
PLETELY INTEGRATED AND THE OTHER QUASI - INTEGRATED. ALSO,
A FIRM MAY BE NON- INTEGRATED AS TO DISPOSAL OF I TS OUTPUT 
BUT QUASI - I NTEGRATED IN ACQUIRING INPUTS OR V I CE  VERSA.
E s s e n t i a l l y ,  t h e r e  e x i s t s  v a r y i n g  d e g r e e s  of  c o m p e t i t i o n
AND F L U I D I T Y  OF FIRMS ENTERING INTO AND DEPARTING FROM CON­
TRACTUAL ARRANGEMENTS. UNDER PERFECT MARKETS THERE IS NO 
NEED TO INTEGRATE,  V I Z :  PRICES FOR INPUT-OUTPUT UNITS ARE
THE SAME OVER A WIDE RANGE.  IT IS ONLY WHEN MARKETS DE­
V I ATE  FROM THE PERFECT MODEL THAT QUASI - 1NTEGRATI  ON ARISES  
SUCH AS WHEN NON-PRICE FACTORS RECEIVE MAJOR EMPHASIS.  OF 
COURSE,  Q UA S I - I NT E G R A T I ON  MAY CREATE IMPERFECT MARKETS AND
VI CE VERSA.  T he  e x i s t e n c e  o f  n o n - i n t e g r a t e d  f i r m s  u n d e r
IMPERFECT COMPETIT ION IS DUE,  IN PART,  TO A HOLD-OVER OF 
THE PERFECT MARKET CONCEPT,  V I Z :  SOME GROWERS DESIRE TO
BE FREE IN THEI R MANAGERIAL FUNCTIONS AND TO ACCEPT PRICES  
DETERMINED BY COMPETI T I VE  MARKET FORCES.
Mo n o p o l i s t i c  c o m p e t i t i o n  b e c o m e s  m o r e  s i g n i f i c a n t  
i n  the: b r o i l e r  i n d u s t r y  wh e n  f i r m s  b e y o n d  t h e  g r o w e r  l e v e l
ARE CONSIDERED SUCH AS CHICK HATCHERIES,  FEED DEALERS,  AND
t h e  l i k e . Gr o w e r s  m a y  p r e f e r  to b u y  f r o m  o n e  f i r m  r a t h e r
THAN ANOTHER BECAUSE OF A NICE SMILE WITH WHICH THE PRO­
DUCT I S  SOLD,  THE ATTRACTIVE PACKAGES OR ADVERTI S I NG OR 
BECAUSE OF THE F I R M S 1 REPUTATION AND DEVELOPMENT OF PER­
SONAL OR CONTRACTUAL R E L A T I O N S H I P S .  INTEGRATIVE ARRANGE­
MENTS,  CULMINATING INTO CONTRACTS OR QUASI - 1 NTEGRATI  ON
BETWEEN F I RM S ,  IS A FORM OF MONOPOLISTIC COMPETIT ION IN
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OUTPUT DISPOSAL AS WELL AS IN INPUT BUYI NG.
Ex i s t e n c e  of  g r o w e r s ’ p r e f e r e n c e s  f o r  s e l l e r s  o f
20A d a p t e d  f r o m  B o u l d i n g ,  o p .  c i t . .  p .  572.
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BRO ILER INPUTS ( F E E D )  MAY RESULT IN A HIGHER SELLING PRICE  
AND A SMALLER VOLUME OF SALES AND SCALE OF OPERATIONS BE­
CAUSE OF THE A F F I N I T Y  OF SOME GROWERS FOR SOME SELLERS.
AS A RESULT,  SOME FEED DEALERS MAY LOWER PRICES AND ATTRACT  
ONLY A MODERATE AMOUNT OF BUSINESS WHILE SOME CAN RAISE  
PRICES OVER COMPETITORS WITHOUT AL I ENAT I NG ITS MORE LOYAL
BUYERS.  T h i s  m a y  h e l p  t o  e x p l a i n  why  c o o p e r a t i v e  m i l l s
SELLING FEED FOR $ 1 . 0 0  PER HUNDRED POUNDS LOWER THAN P R I ­
VATE FEED MI LLS HAVE MADE ONLY MODERATE GAINS IN THE FEED
b u s i n e s s  i n  L o u i s i a n a .  A s s o c i a t e d  w i t h  t h i s  i s  t h e  f a c t
THAT A U X I L L I A R Y  SERVICES ARE BOUND-UP WITH FEED P R I CE S.
T he  f a c t  t h a t  g r o w e r s  h a v e  to  b o r r o w  f r o m  a b a n k  t o  p u r ­
c h a s e  THE CHEAPER COOPERATI VE- MILLED FEEDS PRECLUDES SOME 
OF THEM FROM BUYING I T .  OTHER PRODUCERS PREFER TO PAY 
HIGHER FEED PRICES BUT ARE THEN GRANTED CREDIT FOR THESE 
FEED PURCHASES.
Pu r e  c o m p e t i t i o n  a m o n g  t h e  s e l l e r s  o f  f e e d  i n p u t s
WOULD IMPLY THE PERFECT DEPENDENCE OF ANY GIVEN F I R M ’ S 
VOLUME OF SALES UPON THE PRICE CHARGED BY ALL OTHER SELLERS 
IN THE INDUSTRY PLUS THE I N A B I L I T Y  OF THE FIRM TO INFLUENCE  
THE PRICE DECI S I ONS OF THESE OTHER SELLERS OF I N P U T S .  IN 
A D D I T I O N ,  THI S MEANS THAT BUYERS OF FEED INPUT ARE j N -  
DI FFERENT AS FROM WHOM THEY OBTAIN THEI R FEED:  (1 ) THE
SERVICES OFFERED BY THE SELLERS TO THE BUYERS MUST BE 
PERFECTLY HOMOGENUOUS SO THAT BUYERS HAVE NO REASON SUCH 
AS FOR PERSONALITY,  REPUTATION OR CONVENIENCE OF LOCATION  
TO PREFER ONE SELLER OVER ANOTHER AND ( 2 )  THERE ARE AT
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LEAST A LARGE NUMBER OF SELLERS OFFERING EACH TYPE OF 
S ER VI CE .
I n s u m m a r y ,  t h e  s e l l e r s  of  i n p u t  f a c t o r s  w h i c h
BROILER GROWERS FACE ARE USUALLY BUSINESS ENTERPRISES THAT 
ENJOY PRODUCT, SERVICE OR SPATI AL D I F F E R E N T I A T I O N .  A 
GROWER BUYS "BRANDED1 FEED AND "PEDIGREED"  CHICKS FROM 
FIRMS WHICH ARE RELATI VELY FEW IN NUMBER,* ARE USUALLY PARTS 
OF A NATIONAL CONCERN; FOLLOW ADMINISTERED PRICE P O L I C I E S  
AND DISPLAY COMPETI T IVE  CHARACTERISTICS THAT ARE LESS 
THAN PERFECT.  S I NCE INPUT SELLERS ARE I N F I N I T E L Y  LESS IN 
NUMBER THAN INPUT-PURCHASERS,  PRICE COLLUSION OR "MARGIN 
F I X I N G "  AMONG THE SELLERS IS L I K E LY  TO BE MORE PREVALENT.
I n d i s p o s i n g  o f  o u t p u t ,  g r o w e r s ’ p r e f e r e n c e s  a r e
S I G N I F I C A N T  WHEN I T  COMES TO CHOOSING OUTLETS AMONG A 
MULTIPLE NUMBER OF F I RM S .  SERVI CES MOST VALUED BY PRODUCERS 
ARE APPARENTLY CONVENIENCE OF LOCATION,  LESS R I S K ,  SMALLER 
DOCKAGE FOR SHRINKAGE AND THE L I K E .21 WHEN A FEW BUYERS IN 
AN AREA FACE ATOMI STI C GROWERS, THE PRICES THEY PAY MAY 
DEPEND ON ( 1 )  THE A F F I N I T Y  OF GROWERS’ FOR CERTAIN BUYERS'
a n d  (2 )  The e x t e n t  o f  c o m p e t i t i o n  b e t w e e n  t wo  or a m o n g  a
FEW BUYERS,  V I Z :  THE EXTENT OF P R I C E - F I X I N G  OR COLLUSION
E X I S T I N G .  I f COLLUSION EXI STS THEN THE EFFECT IS MONOP-  
SON|ST I C •
I f t h e r e  a r e  g r o w e r s ' p r e f e r e n c e s  f o r  b u y e r s ,  e a c h
BUYING FIRM HAS A PURCHASE CURVE UNEQUIVOCALLY I TS  OWN.
21N | C  HOLLS,  OP.  C I T . ,  PP.  1 9 9 - 2 C O .
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T h i s  c u r v e  w i l l  be  r i s i n g ,  i t s  p o s i t i o n  a n d  e l a s t i c i t y
DEPENDING UPON WHAT THE OTHER BUYERS MAY OFFER.  T H I S  FIRM 
IS A MONOPSONI ST WITH REGARD TO I TS  OWN GROUP OF SELLERS.
H o w e v e r ,  b y  p a y m e n t  of  a r e l a t i v e l y  h i g h  p r i c e ,  t h e  b u y e r
MAY ATTRACT OTHERS WHO ARE LESSER ATTACHED TO THEI R BUYERS.
T h e  e x i s t e n c e  of  g r o w e r s 1 p r e f e r e n c e s  a mo n g  b u y e r s  i n
GENERAL RESULTS IN A LOWER BUYING PRICE AND A SMALLER VOLUME 
OF PURCHASE AND SCALE OF OPERATIONS THAN UNDER PURE COMPE­
T I T I O N .  T h i s  i s  b e c a u s e  t h e  b u y e r s 1 p u r c h a s e  c u r v e  v e e r s
FROM THE HORIZONTAL (PURE COMPETI T I ON)  TO A P O S I T I V E  I N ­
C L I N A T I O N .  T h u s ,  t h e  m o r e  e f f i c i e n t  b u y e r  c a n n o t  n e c e s ­
s a r i l y  DRIVE LESS E F F I C I E N T  RIVALS FROM THE MARKET BECAUSE 
OF THE A F F I N I T Y  OF SOME GROWERS1 FOR SOME BUYERS.  T H I S  
A F F I N I T Y  MAY BE UNDERWRITTEN BY A CONTRACT OR AGREEMENT.
As N i c h o l l s  p o i n t s  o u t :
"G e n e r a l  e c o n o m i s t s  h a v e  f a i l e d  to  c o n s i d e r ,
OUTSIDE OF THE LABOR MARKET, THE PROBLEM OF MONOP-  
S O N I S T I C  ELEMENTS IN BUYING."  WHILE MORE OR LESS 
PERFECT COMPETI T ION ON THE SELLERS SIDE MAY PRE­
V A I L ,  THE CORRESPONDING OR "BUYERS S I D E "  DO NOT 
ALWAYS COMPETE UNDER PERFECT COMP E T I T I ON,  V I Z :
THERE ARE RELATI VELY FEW FI RMS;  FREEDOM OF ENTRY 
IS NOT ALTOGETHER F LUI D AND EACH FIRM HAS AN 
APPRECIABLE EFFECT O N  P R I CE .  SUCH CASES,  THEN,
ARE HIGHLY IMPORTANT IN LOCAL MARKETS WHERE F I RST  
BUYERS ARE USUALLY INVOLVED.  2 2
T h e  FUNDAMENTAL QUESTION POSED UNDER IMPERFECT COMPE­
T I T I O N  I S  WHETHER A NON- INTEGRATED FIRM CAN SURVIVE AMONG ALL 
THE CONTRACTUAL ARRANGEMENTS BEING DEVELOPED BY I TS COMPETITORS.  
|N BROI LERS,  AS IN MANY OTHER ENTERPRI SES,  THE PROBLEM IS
pp
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WHETHER A BROILER GROWER CAN EVEN FIND A MARKET I F  HE HAS 
NO CONTRACTS REGARDLESS OF THE PRICE HE IS WI LLI NG TO ACCEPT 
FOR HI S  B I R D S .
KEIRSTEAD HAS POINTED UP THE EFFECTS OF NON- I NTEGRA­
TION AND I TS  RELATION TO SUBSEQUENT CONDITIONS OF INCREASED 
FIRM INTEGRATI ON.
" T e c h n i c a l  a d v a n c e s ,  a n d  t h e  i n t e r n a l  e c o n o m i e s
THEY EMBODY, ARE FREQUENTLY ONLY POSSIBLE TO THE FIRM 
ABLE TO COMMAND LARGE ACCUMULATIONS OF C A P I T A L . "  TECH­
NICAL ADVANCE CREATES F I NA N C I AL  INTEGRATION AND SETS 
IN MOTION A SERIES OF AMALGMATIONS AND COMBINES.  THE 
I NDUSTRI AL TENDENCY IS TOWARDS' NON-PERFECT COMPETI T ION  
AND OWNERSHIP INTEGRATION WITH MORE OF THE GAINS AS 
RESIDUAL TO THE INTEGRATING FIRMS THAN AS GAINS PASSED 
ON TO CONSUMERS. FOR THEN,  THESE F I RM S ,  UNDER I MPER-  
FJECT COMPETI T I ON,  TEND TO RESTRICT OUTPUT AS THEY FEEL 
THEI R NEWLY-LOCATED STRENGTH AND INFLUENCE ON P R I C E .
T h i s  r e p r e s e n t s  t h e  f u n d a m e n t a l  t r a n s i t i o n  f r o m
" A T O M I S T I C "  TO "AGGREGATIVE" FIRM BEHAVIOR OR FROM 
N O N - I N T E G R A T I O N . TO INTEGRATIVE S E T - U P S . 2 3
Pu r e  Mo n o p o l y - M o n o p s o n y
Pu r e  m o n o p o l y  e x i s t s  wh e n  a s i n g l e  g o v e r n m e n t ,  p r i v a t e  
o r g a n i z a t i o n  or i n d i v i d u a l  c o n t r o l s  e i t h e r  t h e  e n t i r e  d e m a n d
FOR, OR THE ENTIRE SUPPLY OF A GIVEN GOOD. UNLESS THE DEMAND 
CURVE IS COMPLETELY I N E L A S T I C ,  OR UNLESS THE SUPPLY MONOPOLIST  
HAS POWER TO COERCE THE BUYERS,  HE CANNOT RAISE SELLING PRICES  
WITHOUT REDUCING THE NUMBER OF UNI TS  SOLD.
U n d e r  m o n o p o l y - m o n o p s o n y ,  n o n - i n t e g r a t i o n  i s  e x p l i c i t l y
ELI MI NATED SINCE THE FIRM I S  EITHER THE SOLE BUYER OR THE SOLE
s e l l e r . Ra t h e r  t h a n  b e i n g  a t o m i s t i c  i t  i s  t h e  " w h o l e " i n ­
d u s t r y .  T he  f i r m  e n j o y i n g  a p e r f e c t  m o n o p o l y  p o s i t i o n  m a y
2 3 k e i r s t e a d ,  b .  S . ,  T h e  T h e o r y  of  E c o n o m i c  C h a n g e . 
M a c m i l l a n  C o . ,  T o r o n t o ,  C a n a d a ,  19% .  P p .  1 5 0 - 1 5 3 *
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BE NON- I NTEGRATED,  YET THI S  IS NOT IMPORTANT BECAUSE ITS 
" OUT PUT "  IS THE SOLE OUTPUT AND,  THEREFORE,  OTHER FIRMS AT 
SUBSEQUENT LEVELS IN THE PRODUCTION PROCESS MUST COME TO 
I T  FOR THEI R " I N P U T S " .  WITNESS THE CASE OF ALCOA A FEW 
YEARS AGO WHEN I TS  " OUT PUT "  OF ALUMINUM WAS THE SOLE SOURCE 
OF " I N P U T S "  OF ALUMINUM FOR OTHER F I RMS;  CONSEQUENTLY,  ALCOA 
HAD NO INTEGRATION PROBLEMS FOR I T  DID NOT HAVE TO CONCERN 
I TS EL F  ABOUT CONTRACTS,  AGREEMENTS OR OWNING SUBSEQUENT 
FIRMS IN ORDER TO DISPOSE OF ITS " O U T P U T " .  RARELY IS A 
F-IRM SIMULTANEOUSLY A MONOPOLIST ANO MONOPSONIST,  HOWEVER.
I n s t e a d ,  a m o n o p o l i s t ,  w h i l e  h a v i n g  a b s o l u t e  c o n t r o l  o v e r
HI S  OUTPUT SUCH AS THE C A L I F O R N I A  BREEDER OF "NORTHWESTER 
B R O I L E R S " ,  MAY FIND THAT HE IS A T OMI ST I C  WHEN BUYING CERTAIN 
INPUTS SUCH AS FEED.
On t h e  b u y i n g  s i d e ,  t h e  e x i s t e n c e  of  o n l y  on e  f i r m
IS TERMED MONOPSONY. A BUYER OF EGGS AND POULTRY IN THE 
LOCAL MARKET MAY CONSTITUTE A MONOPSONY BECAUSE T H I S  ONE 
BUYER IN A L OC AL I TY  MAY OWN OR CONTROL ALL OF THE LOCAL
d i s t r i b u t i n g  or p r o c e s s i n g  f a c i l i t i e s . T h i s  d o e s  n o t  i m p l y
THAT THE MONOPSONY CONTROL IS ABSOLUTE BECAUSE OF:  ( l )
P o s s i b i l i t y  of  g r o w e r s  g o i n g  t o  b u y e r s  i n  t h e  n e x t  t o w n ,
( 2 )  T he  n e a r b y  b u y e r s  m i g h t  c o m e  i n t o  t h e  l o c a l  m a r k e t ,
( 3 )  T h e  p r o d u c e r s  m a y  o r g a n i z e  a c o o p e r a t i v e ,  ( 4 )  T he
MONOPSONY PRICE MAY BE SO LOW AS TO CURTAI L  PRODUCTION AND 
RAI SE PRICES BY FORCING THE BUYER TO OBTAIN INPUTS ELSEWHERE
AND ( 5 )  T he  d e f i n i t e  p o s s i b i l i t y  t h a t  o t h e r  o u t l e t s  i n  t h e
SAME TOWN MIGHT BE DEVELOPED.
37
Wh i l e  t h e s e  c o n d i t i o n s  t e n d  t o  m i t i g a t e  a g a i n s t  a n y
DEALER EXTRACTING FULL MONOPSONY P R O F I T S ,  THE FACT REMAINS 
THAT PROFITS OVER AND A30VE "NORMAL1 MAY P RE VA I L ,  V I Z I  THE 
NORMAL RATE OF RETURN TO ENTREPRENEURSHIP MAY BE EXCEEDED 
IN SUCH AN IMPERFECT MARKET C O N D I T I ON .  OF COURSE, THERE IS  
ALWAYS A P O S S I B I L I T Y  THAT FIRMS MAY ENTER AND ATTEMPT TO
" s q u e e z e - o u t " t h i s  e x c e s s  r a t e  of  r e t u r n . T h i s  i s  n o t  a l ­
w a y s  DONE, EVEN WITH MULTIPLE FIRM ENTRY,  BECAUSE THESE 
NEW FIRMS MAY COLLUDE WITH THE " ESTABLI SHED"  FIRM AND MAI N­
T AI N " m a r g i n s " .  I n f a c t ,  as  C h a m b e r l a i n  a n d  o t h e r s  h a v e
CAUTIONED,  EXCESS CAPACITY MAY DEVELOP,  WIDTH OF MARGIN-  
TAKING MAY BE EXPANDED AND EVEN WORSE MARKET CONDITIONS MAY
2k
DEVELOP.
T he  c o m p e t i t i v e  r e l a t i o n s h i p  b e t w e e n  a t o m i s t i c
BROILER GROWERS AND A MONOPSONIST BUYER IS A FORM OF MCOM- 
PULSORY I NTEGRATI ON"  SINCE NONE OR ONLY DISTANT ALTERNATIVE  
OUTLETS ARE A V A I LA B L E .  THE MONOPSONIST HAS, THEREFORE,  I N T E ­
GRATED GROWERS TO THE EXTENT THAT THE BALANCE OF MARKET 
POWER IS NOT SHARED OR MUTUALLY DETERMINED BUT,  INSTEAD 
RESTS WITH THE MONOPSONIST.  IN T H I S  CASE,  THE ECONOMIST 
MAY BE WISE IN RECOMMENDING VOLUNTARY INSTEAD OF COMPULSORY 
I NTEGRATI ON.  T H I S  MIGHT ENABLE THE GROWER TO ESCAPE THE 
PENALTIES OF NON-1NTEGRATI  ON WHEN HE AND HIS FELLOW PRODUCERS
2^ C h a m b e r l a i n ,  E . ,  T h e o r y  o f  M o n o p o l i s t i c  C o m p e t i t i o n . 
H a r v a r d  U n i v e r s i t y  P r e s s ,  C a m b r i d g e ,  M a s s a c h u s e t t s ,  1 9 3 0 .
P .  1 8 4 .
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FACE A MONOPSONIST.  OTHER ALTERNATIVES THAT ECONOMISTS 
MIGHT CONSIDER RECOMMENDING ARE: ( l )  THE PRODUCER MERGING
WITH THE MONOPSONIST AND BECOMING FUSED IN PRIVATE VERTICAL  
I NTEGRATI ON,  V i z :  WORKING FOR a MONOPSONIST ON A SALARY
MAY BE BETTER THAN WORKING FOR HIM ON OR THROUGH A MARKET 
TRANSACTION,  OR ( 2 )  PRODUCERS MAY FORM A COOPERATIVE IN 
AN ATTEMPT TO BREAK T H I S  MONOPSONY POWER AND TAKE OVER,  IN 
PART OR IN FULL,  THE MONOPSONY P ROF I TS .
( I I )  Qu a s i - I n t e g r a t i o n
A QUASI - I NTEGRATED FIRM IS E ITHER A SINGLE PROFIT  
M A X I M I Z I N G  E NT I TY  OR AN E NTI TY  OF A COOPERATIVE NATURE IN 
WHICH A SINGLE MANAGEMENT CONTROLS OR POSSESSES AGREEMENTS 
BUT DOES NOT OWN A NUMBER OF UNI TS ON ONE AND SUCCESSIVE  
LEVELS OF THE PRODUCTION PROCESS . ^
OXENFELDT CI TES MANY POSSIBLE FORMS WHICH " Q U A S I -  
INTEGRATI  ON" MIGHT TAKE INCLUDING:  ( l )  CONTRACTS OF PUR­
CHASE AND SALE S PE C I FY I NG  THAT THE BUYER SHALL NOT RESELL 
THE GOOD AT LESS THAN A PRESCRIBED P R I C E ,  ( 2 )  TY I NG CON­
TRACTS WHERE A BUYER IS FORCED TO ACCEPT MORE THAN ONE GOOD,
( 3 )  C o n t r a c t s  w h i c h  s p e c i f y  t h a t  t h e  b u y e r  w i l l  n o t  h a n d l e
ANY COMPETING PRODUCTS OR, I F  HE DOES, THAT SUCH PRODUCTS 
SHALL ALL BE SOLD AT THE SAME PR I CE ,  ( 4 )  CONTRACTS WHICH 
S PE C I FY  THAT THE OUTPUT OF THE FIRM SHALL BE COMPLETELY SOLD 
TO THE P R I NC I PA L  BUYER UNLESS THE LATTER GIVES PERMISSION TO
25 a d a p t e d  FROM PAGE 2 0  IN T H I S  T H E S I S .
DO OTHERWISE,  AND ( 5 )  CONTRACTS SPE C I FY I NG THAT THE GROWER-  
FIRM SHALL PURCHASE FROM THE DEALER-F I RM ALL NEEDED GOODS
AND SERVICES AND THAT THE GROWER-FIRM SHALL FOLLOW THE
2 6
MANAGEMENT PROGRAM PRESCRIBED BY THE D E A L E R - F I RM .
Qu a s i - i n t e g r a t i o n  p r o v i d e s  a n u m b e r  of  a d v a n t a g e s
OVER THE MORE-WIDELY KNOWN PROCESS OF COMPLETE INTEGRATION
s u c h  a s : ( 1 )  Ma n a g e m e n t  i s  d e c e n t r a l i z e d  i n t o  m o r e  f i r m s
WHILE AT THE SAME TIME AFFORDING ADVANTAGES IN CERTAINTY  
OF SUPPLY,  ECONOMIES OF OPERATION AND CONTROL OVER SALES,
( 2 )  I T  ALLOWS A CONSIDERABLE DEGREE OF INDEPENDENT MANAGERIAL 
EFFORT ON THE PART OF QUASI - 1NTEGRATED F I RMS ,  ( 3 )  I T  DOES 
NOT NECESSITATE CHANGES IN THE CORPORATE STRUCTURE IN ORDER 
TO DO BUSINESS AND IS VERY FLEXIBLE AND FLUID AND ( 4 )  ITS  
VERY LOOSE NATURE,  HOWEVER, IS A DISADVANTAGE IN THE SENSE 
THAT DI SSOLUTION AND WITHDRAWAL IS RELATI VELY EASY.
P e r f e c t  C o m p e t i t i o n
Qu a s i - i n t e g r a t i o n  i s  a u t o m a t i c a l l y  e l i m i n a t e d  u n d e r
PERFECT COMPETITION BECAUSE OF THE NON-PRICE FACTORS,  D I F F E R ­
E NT I AT I ONS  AND CONTRACTUAL ARRANGEMENTS E X I S T I N G  BETWEEN 
AND AMONG F I RMS .  THERE IS NO VALI D ECONOMIC REASON FOR 
QU A S I - I NT E GR A T I NG UNDER PERFECT COMPETI T ION APART FROM 
" S O C I A L*1 OR OTHER VALUES.
Un d e r  t h e  p e r f e c t  c o m p e t i t i v e  m o d e l ,  a f i r m  w i l l  n o t
PURCHASE INPUT FACTORS IN QUASI - 1 NTEGRATI  ON. THERE I S  NO 
REASON TO QUASI - I NTEGRATE UNDER PERFECT COMPETITION SINCE
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INPUT UNI TS  MAY BE PURCHASED AT THE GOING MARKET PRICE FROM 
ANY F I R M .  THE PURCHASE CURVE IS PERFECTLY E L A S T I C .
A l s o ,  u n d e r  p e r f e c t  c o m p e t i t i o n ,  q u a s i - i n t e g r a t i o n
OF FIRMS IN DISPOSAL OF OUTPUT CANNOT THEORETICALLY E XI ST  
SINCE THE FIRM CANNOT CONTROL THE PRICE OF ITS PRODUCT, V I Z :  
I T  IS SOMETHING GIVEN BY ECONOMIC FORCES.  ITS SALES CURVE 
IS PERFECTLY E L A S T I C . ^  |N QUASI - INTEGRATI  ON, A FIRM MAY 
NEGOTIATE PRICES FOR I TS OUTPUT AND, IN FACT,  MAY CIRCUM­
VENT THE OPERATIONS OF THE FREE MARKET AND DECIDE TO SELL 
I TS OUTPUT FOR MORE OR FOR LESS THAN THE GOING MARKET P R I C E .
A l s o ,  o t h e r  c o n d i t i o n s  of  s a l e  m a y  be  n e g o t i a t e d  w h i c h  i n ­
v a l i d a t e  THE ASSUMPTIONS OF THE PERFECT COMPETI T IVE MODEL.  
Mo n o p o l i s t i c  C o m p e t i t i o n
Q u a s i - i n t e g r a t i o n  i s  one  o f  t h e  c h a r a c t e r i s t i c s  of  
m o n o p o l i s t i c  c o m p e t i t i o n . B y u s i n g  c o n t r a c t u a l  d e v i c e s ,
QUASI - I NTEGRATED FIRMS HOPE TO CIRCUMVENT THE OPERATIONS  
OF AN OTHERWISE FREE MARKET.  OTHER CHARACTERISTICS OF 
MONOPOLISTIC COMPETITION ARE FEWNESS OF F I RMS,  IMPEDIMENTS  
TO FIRM ENTRY PLUS A WIDE RANGE OF PRODUCT AND SERVICE  
D I F F E R E N T I A T I O N .  THESE CHARACTERISTICS AND OTHERS L I KE  THEM 
MAY BE ASSOCIATED WITH QUASI - I NT EGRATI ON. UNDER MONOPOLISTIC  
COMPETIT ION QUASI - 1NTEGRATED FIRMS MAY COEXIST WITH GREATER 
OR LESSER INTEGRATED FIRMS AND MAY S HI F T  ITS QUASI - 1NTEGRA-  
TI  ON TO COMPLETE OR TO NON-1 NTEGRATI  ON. | T  IS NOTED HERE 
THAT A SINGLE FIRM MAY BE NON- INTEGRATED YET E XI ST  IN AN
27 b o u l d i n g ,  OP.  C I T . ,  p .  1+5^*
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IMPERFECT MARKET BECAUSE ITS COMPETI  TORS ARE Q U A S I - I N T E ­
GRATED OR COMPLETELY INTEGRATED.
B r o i l e r  g r o w i n g  f i r m s  b u y  i n p u t  f a c t o r s  u n d e r  v a r y ­
i n g  DEGREES OF COMPETITION NOT ONLY AMONG THEMSELVES BUT 
IN RELATION TO THE SELLERS OF I NPUTS.  AMONG THESE GROWER 
F I RMS ,  A T O M I ST I C  COMPETITION MAY PREVAI L  IN BUYING INPUTS 
BUT THE SELLERS OF INPUT-FACTORS SUCH AS FEED STORES AND 
CHICK HATCHERIES ARE IN COMPETI T IVE  REL AT I ONSHI PS  THAT 
ARE USUALLY LESS THAN PERFECT.  S l N C E  O L I G O P O L I S T I C  CON­
D I T I O N S  DO PREVAIL  AMONG SELLERS OF INPUTS SUCH AS IN FEED,  
BROILER GROWER FIRMS SEEK TO INTEGRATE THEMSELVES WITH 
PARTICULAR FEED DEALERS SO AS TO OBTAIN PRICE CONCESSIONS,  
BETTER S E R V I CE ,  OR FOR SECURING MARKETS FOR THEI R B R O I LE R S .
QUASI  -  INTEGRATI  ON IN THE PURCHASE OF BROILER PRO­
DUCTION INPUTS IS WIDESPREAD.  LET US ASSUME BROILER GROWER 
FIRMS ARE CONTRACTING FOR FEED,  C H I CK ,  SUPPLY AND RELATED 
INPUTS WITH A FEED STORE.  A L L  TYPES OF S ER VI CES,  I NCLUDI NG 
CREDIT CHARGES,  MAY BECOME PART OF THE " ASK I NG P R I C E "  OR
of  " m a r g i n s "  c h a r g e d . Ma n a g e r i a l  f u n c t i o n s  of  t h e  g r o w e r
FIRM MAY BE ALTERED TO CONFORM TO THE MANAGEMENT PROGRAM 
RECOMMENDED BY THE | NPU T- SUPPL  I E R . A BASIC FEATURE OF 
Q U A S I - I N T E G R A T I O N  AND INPUT A C Q U I S I T I O N  IS THE COMPLEMEN­
TARY FEATURES OF THE ARRANGEMENT.  ONCE A GROWER-FIRM 
DECIDES TO Q UA SI - I N T EG R A T E  WITH A SUPPL I ER OF FEED,  FOR 
EXAMPLE,  I T  MAY OBLIGATE I T S EL F  TO THE PURCHASE OF OTHER 
I NPUTS;  OBTAIN CREDI T  AND EVEN MARKET I TS  OUTPUT THROUGH 
THE I NPUT- SUPPL  IER F I R M .  IN T HI S  CASE,  THE SUPPL I ER FIRM
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IS EXTENDING I TS  CONTROL BY BEING FREE TO CHARGE WHATEVER IT  
CAN FOR CERTAIN I TEMS.  T H I S  MAY HELP TO EXPLAIN THE EXORBI ­
TANT PRICES CHARGED GROWERS FOR SULFA AND OTHER DRUGS. CASES 
HAVE BEEN REPORTED WHERE THESE DRUGS WERE SOLD FOR $ 2 0  PER 
GALLON WHEN THE WHOLESALE PRICE WAS ONLY $9»  THE DEALER 
IS AFFORDED THE OPPORTUNITY TO "UNLOAD" HIGH PRICED ITEMS 
ON THE GROWER WHICH HE (THE DEALER)  COULD NOT ORDI NARILY  
00  WITHOUT THESE TYING CLAUSES THAT ARE A PART OF QUASI ­
INTEGRATION AND MONOPOLISTIC COMPETI T I ON.
T h i s  p h a s e  h a s  o t h e r  f a c e t s . T he  i n t e g r a t e d  f e e d
CONCERNS L I KE  TO ESTABLISH THEIR "PROGRAM" WHICH IS A FORM 
OF " F U L L - L I N E  FORCI NG" .  THE GROWER MUST FOLLOW WHAT THE 
COMPANY RECOMMENDS. H e MUST FEED AS THEY I ND I C A T E ;  USE 
COMPANY BRANDED SPRAYS,  MEDI CI NES AND D I S I N F E CT A N T S ;  AND 
HE MUST USE COMPANY RECOMMENDED EQUIPMENT AND OFTEN COMPANY 
BOUGHT CHICKS AND THE L I K E .  IT  MUST NOT BE OVERLOOKED THAT 
THE SAME FEED STORE MAY BE SELLING INPUTS TO PRODUCERS WHO 
ARE NON- INTEGRATED AND WHO INDEPENDENTLY MANAGE THEI R B U S I ­
NESS.  T h i s  i s  a c h a r a c t e r i s t i c  of  i m p e r f e c t  c o m p e t i t i o n .
Q U A S I - I N T E G R A T I V E  ARRANGEMENTS BETWEEN GROWERS AND 
I N P U T - S U P P L I E R S  ARE UNSTABLE AND MAY BE UPSET BY FIRM ENTRY 
SUCH AS A NEW FEED DEALER.  T H I S  POINTS OUT THE I N S T A B I L I T Y  
OF Q U A S I - I N T E GR A T I O N  AND HOW PRODUCT AND SERVICE D I F F E R E N ­
T I A T I O N ,  INCLUDING A D V E RT I S I N G ,  ARE IMPORTANT IN ECONOMIC
b e h a v i o r .  Gr o w e r s  o f t e n  a r e  so  a t t a c h e d  t o  a f e e d  s a l e s m a n
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THAT THEY THREATEN TO CHANGE FEEDS I F  THE SAL ESMAN- SERVI CE-  
MAN CHANGES FEEDS.2 ®
Mo n o p o l i s t i c  c o m p e t i t i o n  a l s o  e x i s t s  w h e n  a few
LARGE BUYERS OF BROI LERS,  FOR EXAMPLE,  FACE A LARGE NUMBER 
OF BROILER GROWERS, NONE OF WHOM ARE CAPABLE OF INFLUENCING  
PRICES BY WITHHOLDING THEI R OUTPUT.  BECAUSE THE MARKET 
STRUCTURE IS NO LONGER PERFECTLY COMPETI T I VE  ON THE BUYERS1 
S I D E ,  THE BUYERS1 MAY SEEK AND THE PRODUCERS MAY WELCOME 
INTEGRATIVE ARRANGEMENTS SUCH AS PROCESSORS CONTRACTING 
FOR BROI LERS.  WHY DO BUYERS1 DESIRE TO QUASI - 1NTEGRATE?
T h e r e  a r e  s e v e r a l  r e a s o n s  b u t ,  p r i n c i p a l l y ,  a b u y e r  or
BUYERS MAY WANT A STEADY AND DEPENDABLE SOURCE OF BROILERS  
AND OF A PARTICULAR BREED OR WEI GHT.  IN A D D I T I O N ,  THE 
BUYER OR PROCESSOR MAY HAVE A FEED STORE OR CHICK HATCHERY 
WHOSE OUTPUT HE DESIRES TO S T A B I L I Z E  BY CONTRACTS.
GROWER-FIRMS MAY HAVE SEVERAL VA L I D  REASONS FOR 
EVALUATING THE BUYING S I D E  OF THEI R MARKET AS AN I N I T I A L  
STEP IN DECI DI NG WHETHER TO INTEGRATE OR NOT.  WHEN A 
DOMINANT FIRM PREVA I LS ,  THE GROWER FIRM MAY ELECT TO DEVELOP 
I NTEGRATI VE ARRANGEMENTS WITH T H I S  FIRM INSTEAD OF THE 
" F R I N G E ” FIRMS IN A N T I C I P A T I O N  OF GREATER MARKET S E C U R I T Y .
U n d e r  o l i g o p s o n i s t i c  c o j d i t i o n s  a n d  w i t h  l i t t l e  or no  p r i c e
C OMP E T I T I ON,  THE EMPHASIS S HI FTS  TO SER VI CE S ,  PRODUCT 
D I F F E R E N T I A T I O N ,  AND THE L I K E .  GROWER-FIRMS ARE OFTEN CON­
FUSED AS TO PRICE AND NON- PRI CE COMPETI T ION AND THE PROVI SI ON
28n i c h o l l s ,  o p .  c i t . .  p .  198.
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OF SERVICES WHICH OBSCURE THE REAL COST- PRI CE RE L A T I ON S HI P S .
Gr o w e r s  m a y  n o t  c o n s i d e r  p r i c e  d i f f e r e n t i a l s  t o o  m e a n i n g ­
f u l l y  BUT,  I NSTEAD,  MAY CAREFULLY EXAMINE THE BUYING P O L I C I E S  
OF PROCESSORS.
T h e r e  u s u a l l y  e x i s t s  w i t h i n  t h i s  i m p e r f e c t  m a r k e t ,
SOME GROWERS AND SOME BUYERS WHO ARE NON- I NTEGRATED. FUR­
THERMORE, SOME BUYERS MAY CONTRACT FOR A PART OF THEIR  
SUPPLY,  PRODUCE ANOTHER PART AND BUY THE REMAINDER ON THE
" o p e n  m a r k e t " .  W i t h i n  t h i s  i m p e r f e c t  m a r k e t ,  t h e r e  m a y
E X I S T  A SUBSTANTIAL COMPETI T I VE  PRICE-MAKING MARKET SUCH
a s  t h e  C h i c a g o  egg m a r k e t  or t h e  F a s t  T e x a s  l i v e  b r o i l e r  
m a r k e t . A c t u a l l y ,  s o m e  of  t h e s e  " s p o t " m a r k e t s  a p p r o a c h  
t h e  p e r f e c t  m a r k e t  m o d e l  a n d  m a n y  t r a n s a c t i o n s  of  an  i n t e ­
g r a t e d  a n d / or i m p e r f e c t  n a t u r e  a r e  b a s e d  on  s u c h  m a r k e t  
p r i c e  d e t e r m i n a t i o n s . T he  i n h e r e n t  d a n g e r  i n  i n t e g r a t i o n  
p a t t e r n s  i s  t h a t  f e w e r  a n d  f e w e r  o f  t h e  m a r k e t  t r a n s a c t i o n s
ARE TAKING PLACE ON THE "OPEN MARKETS" ALTHOUGH THE PARTIES  
TO INTEGRATION RELY ON THESE MARKET FORCES TO SET THE PRICE
f o r  t h e m . Ma r k e t  m a n i p u l a t i o n s ,  t h e r e f o r e ,  p o s e  a t h r e a t
t o  BOTH THE "OPEN MARKET" AND THE " INTEGRATED"  TRANSACTIONS.
I n s u m m a r y ,  i t  i s  c l a i m e d  t h a t  q u a s i - i n t e g r a t i o n
PATTERNS HAVE EVOLVED BECAUSE PROCESSORS DESIRE A STABLE 
SOURCE OF SUPPLY WHILE GROWERS WANT A D E F I N I T E  MARKET OUTLET.
P r i c e s  a r e  s o m e t i m e  s p e c i f i e d  i n  s u c h  a g r e e m e n t s  b u t  o f t e n
PRICE DETERMINATION IS NOT MADE EXCEPT AT TIME OF SALE WHEN 
CURRENT MARKET PRICES ARE USED.  THE DEVELOPMENT OF Q UASI ­
INTEGRATION IN PLACE OF FREE AND OPEN MARKET OPERATIONS MAY
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BE TRACED,  IN MOST CASES,  TO A DESIRE ON THE PART OF BOTH 
PARTIES FOR MORE PRICE S T A B I L I T Y ,  LESS MARKET R I S K ,  BETTER 
QUALITY OF PRODUCT, AND IN GENERAL,  MAY RESULT FROM THE 
TECHNOLOGICAL CHANGES IN GROWING, PROCESSING AND R E TA I L I N G  
OF BROI LERS.  OLIGOPSONY WHICH E XI STS  ON THE BUYING SIDE  
OFTEN P RECI P I TAT ES FORMATION OF OLIGOPOLY ON THE SUPPLY SIDE  
IN ORDER TO BALANCE THE MARKET.
P u r e  Mo n o p o l y - M o n o p s o n y
Qu a s i - i n t e g r a t i o n  a n d  d i s p o s a l  o f  o u t p u t  u n d e r  p u r e
MONOPOLY IS INHERENT AND CATEGORIC.  SUPPOSE A FIRM HAD A 
MONOPOLY OF A PRODUCT (OUTPUT)  AND OTHER FIRMS DESIRED I T
( a s  i n p u t s ) .  Qu a s i - i n t e g r a t i o n  i s  e x p l i c i t  s i n c e  t h e  i n p u t -
BUYERS WOULD HAVE TO NEGOTIATE FOR THE PRODUCT OF THE MONOP­
O L I S T .  T h e r e f o r e ,  a f i r m  u n d e r  m o n o p o l y  i s  q u a s i - i n t e g r a t e d
WITH PURCHASERS OF I TS  OUTPUT.  I T  IS MORESO "COMPULSORY1 
QU A S I - I N T E GR A T I ON  RATHER THAN "VOLUNTARY".  ALSO,  THE 
EXTENT OF COMPULSION WI LL  DEPEND ON THE ALTERNATIVE USES OR 
SUBSTITUTES FOR THE OUTPUT IN QUESTION.
Un d e r  m o n o p s o n y ,  q u a s i - i n t e g r a t i o n  of  f i r m s  i s
AXIOMATIC SINCE THE FIRM CONSTITUTES ALL THE " I N D U S T R Y " .
I n c a s e  t h e  f i r m  i s  t h e  s o l e  b u y e r  o f  t h e  g o o d  t h e n  t h e r e
I S  NO ALTERNATIVE TO QUASI - 1NTEGRATI  ON. THE ARRANGEMENT IS  
NEITHER STABLE NOR PERMANENT,  HOWEVER. FREEDOM OF ENTRY,  
EXTENT OF MONOPOLY POWER AND S UBST I TUT I ON ARE IMPORTANT HERE.
T h e r e  i s  a l w a y s  t h e  p o s s i b i l i t y  of  a s h i f t  f r o m  q u a s i - i n t e -
GRATION TO COMPLETE I NTEGRATI ON.  INSTEAD OF THE MONOPSONIST  
RELYING ON OTHER F I R M S ,  I T  MAY DECIDE TO PRODUCE ITS OWN
INPUTS OR PROCESS ITS OWN OUTPUT. GROWERS, ON THE OTHER 
HAND, ALWAYS POSE A THREAT SINCE THEY MAY ESTABLISH AN 
AGENCY OR FIRM IN COMPETITION WITH THE MONOPOLIST-MONOP- 
SON1ST.
W i t h  r e f e r e n c e  t o  q u a s i - h o r i z o n t a l  i n t e g r a t i o n  and
MONOPOLY, SC ITOVSKY POINTS OUT THAT QUASI - INTEGRATI  ON ON A 
HORIZONTAL BASIS MAY BE BETTER THAN COMPLETE HORIZONTAL 
INTEGRATION.  THE END RESULT IS THE S A M E W H E N  A FEW 
HATCHERIES (OL I GOPOLI STS)  QUASI - 1NTEGRATE, THEY THEN ACT 
AS A (MONOPOLIST OR MONOPSONIST) MUCH THE SAME AS IF ONE 
HATCHERY WOULD HAVE BOUGHT OUT THE ENTIRE GROUP AND GAINED 
CONTROL OF OUTPUT. HOWEVER, THE BUSINESS ARRANGEMENTS 
THUS NEGOTIATED MAY NOT BE AS SECURE UNDER QUASI - INTEGRA- 
TI  ON COMPARED TO PURE MONOPOLY OR PURE MONOPSONY. A 
CERTAIN NUMBER OF FIRMS WHO ARE PARTIES TO THE AGREEMENT 
MAY WITHDRAW AT ANY T I ME.  S T I L L  OTHERS MAY NEVER CONSENT 
TO JOIN THE FRATERNITY OF OLIGOPOLISTS AND THUS THWART 
WHATEVER AGREEMENT IS NEGOTIATED.  VERTICAL RELATIONS ARE 
SOMEWHAT DIFFERENT BECAUSE A FIRM IS IN NEGOTIATION WITH 
A NON-COMPETITOR AND THUS AGREEMENTS ARE L I KE LY  TO BE MUCH 
MORE RESPECTED AND ENFORCED.
( I l l )  Co m p l e t e  I n t e g r a t i o n
A COMPLETELY INTEGRATED FIRM IS EITHER A PROFIT 
MAXIMIZING ENTITY OR AN ENTITY OF A COOPERATIVE NATURE IN
2 9 s c i t o v s k y ,  T . ,  We l f a r e  and  Co m p e t i t i o n . R.  D .  
I r w i n ,  I n c . ,  Ch i c a g o ,  I I I . ,  1 9 5 1 .  p * 3 ^ 2 .
* t
WHICH A SINGLE MANAGEMENT OWNS OR IS OWNED BY A NUMBER OF 
UNI TS HANDLING COMMODITIES ON ONE ANd/ oR SUCCESSIVE LEVELS  
OF THE PRODUCTION PROCESS.
T h e r e  a r e  a t  l e a s t  two m e t h o d s  by  w h i c h  c o m p l e t e
INTEGRATION MAY BE ACHIEVED:  ( l )  WHERE A FIRM ABSORBS OR
CREATES ANOTHER U NI T ,  HORIZONTALLY OR VERTICALLY,  BUT WITH 
CORPORATE I DENTI TY RESIDING IN ONLY ONE FIRM AND ( 2 )  WHERE 
ENTREPRENEURS CREATE A NEW ENTITY AT ANOTHER STAGE IN THE 
GROWING-MARKETING PROCESS BUT WITH ALL INTEGRATING UNITS 
RETAINING THEIR IDENTITY AND PRIMARY FUNCTION.  THE LATTER 
INSTANCE T Y P I F I E S  THE FORMATION OF COOPERATIVES OR NON­
PROFIT ASSOCIATIONS WHERE BROILER GROWERS, FOR EXAMPLE, 
ORGANIZE TO HANDLE FEED OR PROCESS BROILERS.  S I M I L A R L Y ,
A GROUP OF CORPORATE FIRMS MAY ORGANIZE A COMPANY TO PER­
FORM SOME S P E C I F I C  SERVICE E ITHER ON A PROFIT OR NON- PROFI T  
B A S I S .
Pe r f e c t  C o m p e t i t i o n
T h e o r e t i c a l l y ,  c o m p l e t e  i n t e g r a t i o n  e i t h e r  t h r o u g h
PROFIT OR NON-PROFIT VENTURES MAY OCCUR UNDER PERFECT COMPE­
T I T I O N  AS LONG AS THE FIRMS REMAIN ATOMISTIC WITHIN THE 
GIVEN MARKET STRUCTURE. HOWEVER, COMPLETE INTEGRATION IS 
MORE COMMONLY CONSIDERED TO BE WITHIN THE FRAMEWORK OF 
IMPERFECT COMPETITION.  IN FACT,  THE GREAT FEAR CONCERNING 
COMPLETE INTEGRATION IS IN THE P O S S I B I L I T Y  OF TRANSFORMING 
ATOMISTIC FIRMS INTO AGGREGATIVE UNITS AS OLIGOPOLY-OLI  GOPSONY 
STRUCTURES. COMPLETE INTEGRATION ATTAINED BY ONE FIRM ABSORB­
ING ANOTHER, VERTICALLY OR HORIZONTALLY,  IS NOT EX PL I C I T LY
EXCLUDED UNDER PERFECT COMPETITION AS LONG AS THE ATOMISTIC  
NATURE OF THE FIRM IS PRESERVED. ADMITTEDLY,  THIS IS A D E L I ­
CATE SITUATION BUT NOT THEORETICALLY IMPOSSIBLE.  FOR EXAMPLE,  
ATOMISTIC BROILER-GROWER FIRMS MAY INTEGRATE BY ABSORBING 
OTHER GROWER FIRMS (HORIZONTAL)  ANd/ oR PROCESSING PLANTS 
( VER TI CAL )  AND S T I L L  REMAIN ATOMISTIC DUE TO THE WIDESPREAD 
NATURE AND EXTENT OF THE BROILER MARKET. IF THE SCOPE OF THE 
’'MARKET1' IS NARROWED, HOWEVER, THEN THE MERGING OF ATOMISTIC 
FIRMS AND THEIR RESPECTIVE INFLUENCES ON PRICE DETERMINATION 
MAY CAUSE A MARKET TO BE LESS THAN "PERFECT" .  UP TO AND UNTIL 
ATOMISTIC BEHAVIOR IS LOST,  COMPLETE INTEGRATION MAY BE WHOLLY 
DESIRABLE SUCH AS IN ACHIEVING ECONOMIES OF SCALE,  LOWERING 
PRICES TO CONSUMERS AND THE L I K E .
A COMPLETELY INTEGRATED FIRM RELATIVE TO INPUT-FACTOR 
PURCHASE MAY EXIST UNDER A PERFECT MARKET PROVIDED IT L IKEWISE 
REMAINS ATOMIST IC .  SUPPOSE THAT A BROILER PROCESSOR DECIDES 
TO INTEGRATE BACKWARDS INTO THE GROWING OF BROILERS.  THE 
FACT THAT HE MAY BE ATOMISTIC ON BOTH THE PROCESSING AND THE 
GROWER LEVEL ALLOWS COMPLETE VERTICAL INTEGRATION UNDER PER­
FECT COMPETITION ALTHOUGH HE MUST NOT DIFFERENTIATE HIS PRODUCT 
OR IN ANY WAY DEVIATE FROM THE PERFECT MODEL. COMPLETE HORI ­
ZONTAL INTEGRATION IN BROILER GROWER FIRMS,  FOR EXAMPLE, MAY 
NOT ALTER THE CHARACTER OF PERFECT COMPETITION SINCE THERE ARE 
THOUSANDS OF SUCH FIRMS.  IF ATOMISTIC FIRMS MERGE TO THE EXTENT 
THAT THEY CEASE TO BE ATOMISTIC,  THEN THE PERFECT COMPETITIVE 
MODEL IS LOST.
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C o m p l e t e  i n t e g r a t i o n  t h r o u g h  a p r o f i t  or n o n - p r o f i t
ENTITY UNDER OUTPUT DISPOSAL IS L IKEWISE POSSIBLE UNDER PERFECT 
COMPETITION AS LONG AS THE ATOMISTIC NATURE OF THE FIRM IS 
PRESERVED. NONE OF THE CHARACTERISTICS OF IMPERFECT COMPETI­
TION MUST PREVAIL SUCH AS BRANDING AND D I FFERENTI AT I ON.
A t o m i s t i c  b r o i l e r  p r o d u c e r s  may  form a s e l l i n g  c o o p e r a t i v e
WHICH MAY PROCEED TO SELL AT "AUCTION"  OR ON TERMINAL MARKETS, 
THEREBY, PRESERVING THE F I RM S1 ATOMISTIC NATURE AND THE PER­
FECT COMPETITIVE MARKET. |F BROILER PRODUCERS INTEGRATE 
HORIZONTALLY (ASSEMBLY) AND VERTICALLY ( S E L L I N G ) ,  THEY MAY DO 
SO UNDER PERFECT COMPETITION AND NOT CHANGE THE ATOMISTIC 
NATURE OF THE MARKET SINCE THE SELLING COOPERATIVE MAY REMAIN 
ATOMISTIC DEPENDING ON THE SCOPE AND TYPE OF MARKET.
Mo n o p o l i s t i c  Co m p e t i t i o n
C o m p l e t e  i n t e g r a t i o n ,  e i t h e r  by  p r o f i t  or n o n - p r o f i t
E N T I T I E S ,  IS A COMMON CHARACTERISTIC OF IMPERFECT MARKETS 
WHERE IT  COEXISTS WITH NON- INTEGRATI  ON AND QUASI - INTEGRATI  ON.
I n i n t e g r a t i o n , f i r m s  may  r e l y  p a r t l y  on t h e i r  own r e s o u r c e s ,
ON OTHER FIRMS THROUGH CONTRACTUAL DEVICES AND ON OPEN-MARKET 
OPERATIONS.  IN SUCH CASES, THE MORE INTEGRATED FIRM CAN GAUGE 
ITS COSTS AND PRICE SCALES WITH LESS INTEGRATED OR NON- INTE­
GRATED f i r m s . T h e r e  i s  a t e n d e n c y  for f i r m s  i n  an  i m p e r f e c t
MARKET TJO SEEK FURTHER INTEGRATION,  EITHER HORIZONTAL OR 
VERTICAL,  SO THAT THEIR POSITION MIGHT EVENTUALLY BECOME PURE 
MONOPOLY AND/OR PURE MONOPSONY. THIS  MIGHT CHARACTERIZE BOTH 
COOPERATIVE AND NON-COOPERATIVE E N T I T I E S .
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When  do c o m p l e t e l y  i n t e g r a t e d  f i r m s  d e p a r t  from the
PERFECT MARKET AND ENTER AN IMPERFECT ENVIRONMENT? THIS MAY 
HAPPEN WHENEVER COMPLETE INTEGRATION ALTERS THE ATOMISTIC 
NATURE OF A FIRM AND TRANSFORMS IT INTO AN AGGREGATIVE U N I T .
A l s o ,  u se  of c o n t r a c t s ,  b r a n d i n g ,  p r i c e - f i x i n g  and  r e l a t e d
DEVICES MAY CAUSE IT  TO DEPART FROM THE PERFECT MARKET MODEL.
C o o p e r a t i v e  a s s o c i a t i o n s ,  l i k e  p r o f i t  c o r p o r a t i o n s ,
MAY ORGANIZE AS DEALERSHIPS,  SELLING AGENCIES,  MANUFACTURERS 
AND DISTRIBUTORS.  THESE E N TI T IE S  USE TECHNIQUES OF DIFFEREN­
T I A T I O N ,  CONTRACTUAL ARRANGEMENTS AND THE L IKE IN A MANNER 
S I MILAR TO PROFIT CORPORATIONS. SUCH COOPERATIVE ENTI T IES  
ARE NOT ATOMISTIC IN THE SENSE THAT THEY HAVE NO CONTROL OVER 
THE MARKET AND IN ESSENCE THEY ARE NOT PURE MONOPOLISTS BUT 
MAY QUALIFY AS BEING IMPERFECTLY COMPETITIVE.
E c o n o m i s t s  h a v e  m a i n t a i n e d  t h a t  t h e r e  i s  no e s s e n t i a l
DIFFERENCE BETWEEN A COOPERATIVE BECOMING MONOPOLISTIC AND 
A PROFIT CORPORATION WHICH DOES L I KE WI SE .  HOWEVER, IF UNDER 
AN IMPERFECT MARKET, A PRODUCERS1 COOPERATIVE WERE TO EXTRACT 
OLIGOPOLY PROFITS,  THE "EXCESS"  RETURNS WOULD PROBABLY STIMULATE 
PRODUCTION AND IN TURN AFFECT THE SALES SCHEDULE. WHEN A PROFIT -  
TYPE MARKETING AGENCY EXTRACTS OLIGOPOLY PROFITS,  I T  MAY NOT 
RESPOND SI MI LARLY IN STIMULATING OUTPUT BECAUSE IT CAN MORE 
CLOSELY CONTROL PRODUCTION AND THE PRICE IT  RECEIVES.  A CO­
OPERATIVE,  ON THE OTHER HAND, MAY RETURN THESE OLIGOPOLY PROFITS 
TO ITS MEMBER-FI  RMS IN THE FORM OF PATRONAGE DI VI DENDS.  I n THE 
ABSENCE OF ANY CONTROLS, THE MEMBER-FI  RMS DECIDE THEIR OWN 
ACREAGE AND/OR OUTPUT SCHEDULE.
51
I n a c q u i s i t i o n  of  i n p u t ,  t h e  o b j e c t i v e  of c o m p l e t e  i n t e ­
g r a t i o n  IS MAINLY TO S T A B I L I Z E  THE SUPPLY AND TO ACHIEVE ECONOMIES 
IN PROCUREMENT. TH I S  WOULD HOLD TRUE FOR FORD MOTOR COMPANY 
AS WELL AS FOR A LOCAL FEED COOPERATIVE IN LO U IS I AN A .  IN ONE
c a s e ,  F ord h a s  gone  i n t o  i t s  own s t e e l  p r o d u c t i o n ; i n  t h e  o t h e r ,
BROILER GROWERS HAVE THEIR OWN FEED M I L L .
F a r m e r ' s c o o p e r a t i v e s  t h a t  i n t e g r a t e  b a c k w a r d s  i n t o  f e e d
BUYING OR MI LL ING MAY ENTER INTO COMPETITION WITH EXISTING FEED 
DEALERS THAT MAY BE L IKEWISE INTEGRATED. FOR EXAMPLE, IN SOME
L o u i s i a n a  b r o i l e r  a r e a s ,  a s  ma n y  a s  t en  b r a n d s  of  f e e d  were
REPLACED WITH ONE COOPERATIVE BRAND WHERE ALL GROWERS JOINED 
THEIR PURCHASES THROUGH ONE U N I T ,  WHICH RESULTED IN LOWER FEED
m a r g i n s . Pr e v i o u s l y ,  one  a t o m i s t i c  grower  b u y i n g  from o l i g o ­
p o l i s t i c  FEED DEALERS HAD A DECIDED LACK OF PURCHASING STRENGTH.
I n a s s o c i a t i o n  w i t h  o t h e r  g r o w e r s ,  f a r m e r s  s h i f t e d  t h e i r
" A T O M I S T I C "  POSITION TO ONE APPROXIMATING "OLIGOPSONY" IN THE 
LOCAL FEED INPUT MARKET. GROWERS HAD LONG RECOGNIZED THEIR 
LACK OF BARGAINING POWER SINCE,  AS ATOMISTIC FIRMS,  THEY HAD 
TO BUY FROM OLIGOPOLISTS AND IN TURN SELL THEIR BROILERS TO 
OLIGOPSONISTS.
I n d i s p o s i n g  of  o u t p u t ,  t h e  o b j e c t i v e  of  c o m p l e t e  i n t e ­
g r a t i o n  IS m a i n l y  to e x t e n d  t h e  f i r m ’ s c o n t r o l  o v e r  p r i c e . A s 
we h a v e  s e e n ,  u n d e r  n o n - i n t e g r a t i o n  t h i s  was  not  p o s s i b l e .
T h i s  o b j e c t i v e  wou l d  h o l d  t r u e  for a m a n u f a c t u r e r  o p e r a t i n g  
r e t a i l  s h o p s  a s  i t  wo u l d  for a b r o i l e r  s a l e s  c o o p e r a t i v e  i n  
L o u i s i a n a . I n one  c a s e ,  t h e  f i r m  b r a n d s  a n d  s e t s  t h e  p r i c e  on 
ITS p r o d u c t  s o l d  t h r o u g h  i t s  own s t o r e s ;  i n  t h e  o t h e r ,  b r o i l e r
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GROWERS SELL ALL THEIR BIROS THROUGH ONE SALES AGENCY OR THROUGH 
THEIR OWN COOPERATIVE PROCESSING PLANT.
I t IS TRUE THAT INDI VI DUALLY THE PRODUCER IS ATOMISTIC  
WHILE IF HE INTEGRATED COOPERATIVELY WITH OTHER FIRMS HE WOULD 
LOSE HIS ATOMISTIC NATURE AND BECOME A "FACTOR’' IN THE MARKET 
THROUGH GREATER BARGAINING POWER, CONTRACT NEGOTIATIONS,  AD­
VERT I S I NG,  AND THE L I K E .  THE I NDI VI DUAL PRODUCER I S ,  THEREFORE,  
MORE INTERESTED IN EVADING THE ATOMISTIC MARKET FOR A LESS 
PRICE-COMPETITIVE S I TUAT I ON.  INTEGRATION THROUGH A COOPERATIVE 
AFFORDS HIM HIS CHANCE TO ESCAPE THE ATOMISTIC MARKET MUCH AS 
QUASI - INTEGRATION AND MERGERS AFFORD THE "BUSINESS"  SECTOR A 
CHANCE TO ESCAPE THEIR ATOMISTIC MARKETS.
Pure  Mo n o p o l y - M o n o p s o n y
T he m o n o p o l i s t  or m o n o p s o n i s t  a t  one  l e v e l  may  r a t h e r
CONVENIENTLY INTEGRATE BACKWARDS OR FORWARDS BY ABSORBING FIRMS 
OR CREATING NEW UNITS BY BEING EITHER THE SOLE SELLER OF "OUTPUT11 
OR THE SOLE BUYER OF " I N P U T " .  |:N FACT,  MONOPOLY EFFECTS ARE 
ENCOURAGED AT OTHER LEVELS OF ECONOMIC A C T I V I T Y .  MONOPOLISTS 
MAY ACCOMPLISH THE OBJECTIVE OF FURTHER INTEGRATION BY THE USE 
OF QUASI - INTEGRATION TECHNIQUES IN CONJUNCTION WITH COMPLETE 
INTEGRATION.  ASSUMING THE EXISTENCE OF MONOPOLY AT SOME STAGE 
IN THE ECONOMIC PROCESS, THEN COMPLETE INTEGRATION,  EITHER 
FORWARDS OR BACKWARDS, IS READILY V I S U AL I Z E D .
A COMPLETELY INTEGRATED FIRM UNDER PERFECT* MONOPSONY OR 
MONOPOLY ILLUSTRATES THE CONCEPT THAT MONOPOLIES, BY VIRTUE OF 
THEIR SALE POSIT ION,  MAY EXTEND THEIR INFLUENCE BACKWARDS OR 
FORWARDS AS THE CASE MAY BE.  IN A LOCAL MARKET, FOR EXAMPLE,
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A FEED DEALER-PROCESSOR MAY BE THE SOLE BUYER OF BROILERS 
(MONOPSONY) AND BY VIRTUE OF THIS POSITION MAY ACT AS A MONOP­
SONIST WITH REFERENCE TO OTHER POULTRY PRODUCTS SUCH AS HENS 
AND EGGS. A l s o ,  THE FEED DEALER MAY BE THE SOLE LOCAL SELLER 
OF FEED INPUTS,  HENCE A MONOPOLIST.  As SUCH, HE COULD DECIDE 
TO ENTER AN ATOMISTIC MARKET SUCH AS GROWING BROILERS OR ENTER 
MORE PROTECTED MARKET STRUCTURES SUCH AS HATCHING BROILER CHICKS.
A COOPERATIVE ENTITY MAY INTEGRATE I 'OUTPUT" UNDER PERFECT 
MONOPOLY BY TENDING TO COMBINE A RELATIVELY FEW FIRMS INTO ONE 
COOPERATIVE UNIT CONTROLLING ALL THE SUPPLY IN A CERTAIN LOCALITY  
OR MARKET AREA. TH I S  IS SOMETIMES AN EXPRESSED PURPOSE OF 
COOPERATIVE ASSOCIATIONS AND, TO THIS EXTENT,  THEY CONTRIBUTE 
TO IMPERFECT MARKETS. MEMBERS OF THE COOPERATIVE MAY ARGUE,  
HOWEVER, THAT THEIR MONOPOLISTIC BEHAVIOR IS SIMPLY TO BALANCE 
THE POWER OF THE MONOPSONI ST IC BUYER WHICH HANDLES THEIR PRODUCT.  
I n ESSENCE, THE COOPERATIVE DID NOT CREATE AN IMPERFECT MARKET,  
V I Z :  THE IMPERFECT MARKET WAS ALREADY THERE. S I M I L A R L Y ,  CO­
OPERATIVES MAY ACT AS A MONOPSONIST BY INTEGRATING AND HAVING 
COMPLETE BUYING POWER. IT SHOULD BE NOTED, HOWEVER, THAT IN 
ALL SUCH INSTANCES COOPERATIVES ARE ACTING AS AGENTS OF THE 
FARMERS.
Wo u l d  t h e  s u b s t i t u t i o n  of c o o p e r a t i v e ,  n o n - p r o f i t  m o n o p o l y
FOR NON-COOPERATIVE,  PROFIT MONOPOLY BE OF BENEFIT TO CONSUMERS?
T he  b a s i c  e c o n o m i c  j u s t i f i c a t i o n  for  l o c a l  c o o p e r a t i o n  i s  c e r ­
t a i n l y  THE EL IMINATI ON OF MONOPOLY PROFITS.  BY COOPERATION,  
FARMERS IN PRINCIPLE CEASE COMPETING IN THE SALE OF THEIR PRODUCT 
TO A LOCAL PRIVATE DEALER AND INTEGRATE FORWARD TO TAKE OVER HIS
54
FUNCTI ON.  A CATEGORIC ANSWER IS THAT CONSUMERS WOULD NOT BENEFI T  
FROM ANY MONOPOLY, COOPERATIVE OR NOT.  HOWEVER, CONSUMERS ARE 
L I K E LY  TO SUFFER LESS FROM A MONOPOLY S I T U A T I ON  DOMINATED BY A 
COOPERATIVE SINCE THE '’EXCESS PROFI TS"  MAY BE ALLOCATED BACK 
TO THE GROWERS, FOR EXAMPLE.  T H I S  WOULD L I K E L Y  STIMULATE THEIR  
OUTPUT AND RESULT IN MORE COMPETI T IVE  P R I C I N G .  A P ROF I T - T YPE  
MONOPOLY WOULD RETAIN ITS "EXCESS PROFI TS"  EXCEPT FOR THAT 
DECLARED TO STOCKHOLDERS.  I T  WOULD ALSO BE IN A BETTER POSI T I ON  
TO MAI NTAI N THE MONOPOLY COMPARED WITH A FARMERS ’ COOPERATIVE  
COMPOSED OF MANY RATHER THAN ONE ENTREPRENEUR.
A SUMMARY OF THE VARIOUS INTEGRATION PATTERNS AND THEI R  
RESPECTIVE DEVELOPMENT W I T H I N  DI FFERENT MARKET STRUCTURES IS  
PRESENTED IN TABLE 3«
INTEGRATION THEORY IN RELATION 
TO THE BROILER INDUSTRY
T he  t h e o r y  t h u s  d e v e l o p e d  i s  c o n c e r n e d  w i t h  t h e  m i c r o -
e c o n o m i c  APPROACH, V i z :  THE ISOLATED BEHAVIOR OF ONE OR A FEW
F I RM S .  T he  MACRO-ECONOMIC OR AGGREGATIVE-F IRM APPROACH IS NOT 
GENERALLY USED.  I t IS CONCEIVABLE THAT THE USE OF THE LATTER 
METHOD WOULD CONTRIBUTE S T I L L  MORE TO THE UNDERSTANDING OF I N T E ­
GRATION PATTERNS BY SHOWING THE I NTERRELATI ONSHI PS BETWEEN AND 
AMONG N ON - I NT EGR A T I ON ,  QUAS I - INTEGRATI  ON AND COMPLETE I NTEGRATI ON.
Ma c r o - e c o n o m i c  a n a l y s i s  m a y  a l s o  c o n t r i b u t e  t o  a b e t t e r  a p p r a i s a l
OF MARKET STRENGTH BETWEEN SELLERS WHO ARE IN PURE COMPETI T ION  
AMONG THEMSELVES ( A T O M I S T I C )  BUT WHO FACE BUYERS WHO ARE NOT IN 
PERFECT COMPETITION AMONG THEMSELVES OR OLIGOPSONY (TABLE k ) .
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T a b l e  3» Ou t l i n e  of  F i r m  B e h a v i o r  Un de r  Va r i o u s  I n t e g r a t i o n  
Pa t t e r n s  a n d  Ma r k e t  S t r u c t u r e s .
T y p e  of  I n t e g r a t i o n  Pa t t e r n
a n d  Ma r k e t  S t r u c t u r e ____________________C h a r a c t e r i s t i c s  of  F i r m s
I .  "Mo d e l ” : N o n - I n t e g r a t i o n
1.  P e r f e c t  c o m p e t i t i o n
2 .  I m p e r f e c t  c o m p e t i t i o n *
3 . M o n o p o l y / m o n o p s o n y
I I .  Qu a s i - I n t e g r a t i o n
1. P e r f e c t  c o m p e t i t i o n
2 .  I m p e r f e c t  c o m p e t i t i o n
3 .  M o n o p o l y / m o n o p s o n y
I I I .  C o m p l e t e  I n t e g r a t i o n
( a ) Pr o f i t  E n t i t i e s
1. P e r f e c t  c o m p e t i t i o n
2 .  I m p e r f e c t  c o m p e t i t i o n
3 . M o n o p o l y / m o n o p s o n y
( b )  N o n - P r o f i t  E n t i t i e s
1. P e r f e c t  c o m p e t i t i o n
2 .  I m p e r f e c t  c o m p e t i t i o n
3 .  M o n o p o l y / m o n o p s o n y
No n - i n t e g r a t i o n  i s  more
PREVALENT.
L i k e l y  to e x i s t  a l o n g s i d e  
i n t e g r a t e d  f i r m s .
I m p o s s i b l e  s i n c e  f i r m  c o n ­
s t i t u t e s  " a l l "  t h e  i n d u s t r y .
Ca n n o t  e x i s t  u n d e r  t h e o r y
OF PERFECT MARKET.
A PRINCIPAL CHARACTERISTIC 
OF IMPERFECT COMPETITION.
I n h e r e n t  b u t  more  " c o m p u l ­
s o r y "  THAN "VOLUNTARY" .
May  e x i s t  i f  f i r m s  r e m a i n  
a t o m i s t i c .
Ch a r a c t e r i s t i c  of  i m p e r ­
f e c t  MARKETS.
Me t h o d  to f u r t h e r  m o n o p o ­
l i z e .
May  e x i s t  i f  f i r m s  r e m a i n
ATOMISTIC.
Co o p e r a t i v e s  may  c r e a t e
IMPERFECT MARKETS.
May  c o m b i n e  a t o m i s t i c  f i r m s
INTO AGGREGATES.
♦Sa me  a s  m o n o p o l i s t i c  c o m p e t i t i o n
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T h i s  o u t l i n e  of c o m p e t i t i v e  s t r u c t u r e s  may  be  u s e f u l  i n  a s c e r ­
t a i n i n g  WHEN INTEGRATION COULD BE USED TO EFFECT A BETTER 
BALANCE OF MARKET POWER BETWEEN BROILER GROWERS AND BROILER 
BUYERS. F or EXAMPLE, ORGANIZING A COOPERATIVE may  CREATE AN 
OLIGOPOLY MARKET WHICH COULD COUNTERACT AN EXISTING OLIGOPSONY
( T a b l e  k,  I t e m  5 ) *
I n t e g r a t i o n  p a t t e r n s  do not  d e v e l o p  i n  a v a c u u m .  T h e y
DEVELOP WITHIN THE SCOPE OF ECONOMIC, SOCIAL AND POLI TICAL 
ENVIRONMENTS. WITHI N ANY GIVEN INDUSTRY THERE EXISTS A VARIETY 
OF INTEGRATION PATTERNS, SOME OF WHICH ARE HIGHLY DEVELOPED,
SOME DEVELOPING AND SOME CONTEMPLATED. PROBABLY, THE MAIN
3 0  -
ROOT OF INTEGRATION IS F INANCING.  FIRMS WHICH ARE ATOMISTIC 
AND USE RELATIVELY L I T TL E  CAPI TAL ,  SUCH AS IN SOME AGRICULTURAL 
ENTERPRISES,  ARE APT TO HAVE FAR LESS INTEGRATION THAN THOSE 
ENTERPRISES REQUIRING LARGE INVESTMENTS, SUCH AS IN BROILER 
GROWING AND MARKETING. |N ORDER TO PROTECT THIS INVESTMENT, 
FINANCING FIRMS AND INSTITUTIONS EXTEND THEIR SCOPE OF CONTROL.
F i n a n c i a l  i n d e p e n d e n c e ,  t h e r e f o r e ,  m a y  be  a p e r e q u i s i t e  to
BOTH FIRM INDEPENDENCE AND NON-1NTEGRATI  ON. AS ANY INDUSTRY 
DEVELOPS IN ITS TECHNOLOGY AND COMMERCIAL ASPECTS,  THE PRE­
VIOUSLY INDEPENDENT FIRMS FIND THEIR ATOMISTIC POSITION BECOMING 
UNTENABLE.  IN THE RACE TO COMPETE FOR INPUT-OUTPUT FACTORS,
THE TECHNOLOGICAL DEMANDS INCREASE AND FINANCING COMES INTO 
IMPORTANCE. TH I S  LEADS TO A NUMBER OF TECHNIQUES WHICH ARE
3 ° A m e r i c a n  F a rm  B u r e a u  F e d e r a t i o n  e n d o r s e s  t h i s  v i e w
IN REGARDS TO BROILERS!  "BROILER F I NANCI NG I s  D I F F E R E N T " ,
N a t i o n ^  A g r i c u l t u r e . June  195 5*  P p » 16- 18 .
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U T I L I Z E D  TO SHELTER THIS INVESTMENT, EXTEND THE SIZE OF OPERA­
TION AND, IN GENERAL, S T A B I L I Z E  THE ENTERPRISE.
A n o t h e r  p o i n t  w h i c h  w a r r a n t s  m e n t i o n  i s  t h e  e r r a t i c
PRICE BEHAVIOR UNDER MORE OR LESS PERFECT MARKET OPERATIONS.
I n o t h e r  w o r d s ,  BOTH BUrERS a n d  s e l l e r s  may  f e e l  t h e  i m p a c t
OF PRICE MOVEMENTS EITHER UP OR DOWN AND BOTH GROUPS MAY D I S ­
L I KE  COMPETITION BEING CENTERED ON PRICE ALONE. THEREFORE,  
PRODUCERS MAY CONTRACT TO AVOID THE RISK OF PRICE DECLINES 
AT A COST OF POSSIBLE PRICE RISES WHILE THE BUYER CONTRACTS 
TO AVOID RISK OF PRICE INCREASES AT A COST OF POSSIBLE PRICE 
DECREASES. A n ADDITIONAL FACET OF THE PROBLEM CONCERNS THE 
EXTENT OF THESE CONTRACTUAL PRICE ARRANGEMENTS, V I Z :  WHETHER
OF MICRO OR MACRO-ECONOMIC S I GNI F I CAN CE.  IF ONLY A SMALL 
PERCENTAGE OF AN INDUSTRY IS SHELTERED BY PRICE CONTRACTS,
THE EFFECT OF THIS ON THE ECONOMY MAY BE N I L .  HOWEVER, IF A 
LARGE PART OF THE BUSINESSES ENTER INTO SUCH PRICE S T A B I L I Z I N G  
AGREEMENTS, THIS MAY CAUSE UNECONOMIC ALLOCATION OF RESOURCES 
AND, IN TURN, CREATE PERMANENT MONOPOLY STRUCTURES.
TO PROVIDE A BASIS FOR DEVELOPING SUBSEQUENT CHAPTERS,
THE FOLLQWING HYPOTHESES ARE ADVANCED: ( l )  THAT INTEGRATION
PATTERNS IN THE BROILER INDUSTRY, INCLUDING BROILER GROWING, 
CONSIST MAINLY OF QUASI AND COMPLETE INTEGRATION BUT NON­
INTEGRATION ALSO EX I STS,  ( 2 )  T^AT THESE INTEGRATION PATTERNS 
ARE OF A HORIZONTAL,  VERTICAL AND CIRCULAR NATURE BUT PARTICULARLY
VERTICAL,  ( 3 )  T h a t  i n t e g r a t i o n  p a t t e r n s  a r e  more  c o n s i s t e n t  w i t h
IMPERFECT RATHER THAN PERFECT MARKET (STRUCTURES AND THAT THE 
CHANCES FOR RESTORING THE PERFECT MARKET ARE SL IGHT,  ( U )  THAT
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I F  INTEGRATION PATTERNS ARE GOING TO EXIST DESPITE SOME 
THEORETICAL OBJECTIONS,  EFFORTS SHOULO THEN BE OIRECTED 
TOWARD THE DEVELOPMENT OF PATTERNS THAT ARE LEAST OBJECTIONABLE 
AND HARMFUL TO SOCIETY,  ( 5 ) THAT CONSUMER GROUPS CAN BE HARMED 
BY SOME TYPES OF INTEGRATION IN THE SAME MANNER THAT THEY CAN 
BE HARMED BY MONOPOLY OR MONOPSONY EVEN THOUGH SOME FIRMS 
STAND TO BENEFIT BY EITHER OR BOTH INTEGRATION AND MONOPOLY,
( 6 )  T h a t  n e i t h e r  p e r f e c t  c o m p e t i t i o n  nor pure  m o n o p o l y  e x i s t
IN THE BROILER INDUSTRY.  PURE MONOPOLY, IN PARTICULAR,  DOES 
NOT EXIST BECAUSE: ( a ) THERE ARE MANY SUBSTITUTE MEATS FOR
BROILERS,  ( b ) FIRM ENTRY IS RELATIVELY EASY ALTHOUGH I MPEDI ­
MENTS TO ENTRY INCREASE BEYOND THE BROILER GROWING STAGE,
( c )  THERE EXIST NO FORMAL PRODUCTION CONTROLS OR QUOTAS IN 
RAISING BROILERS,  ( d )  COOPERATIVE ASSOCIATIONS OFFER COMPE­
T I T I O N  IN CERTAIN KEY AREAS AS IN FEED M I L L I N G ,  CHICK HATCHERIES,  
PROCESSING AND FINANCING AND ( e )  TECHNOLOGICAL AND RESEARCH 
INFORMATION IS WIDELY DISSEMINATED THROUGH COLLEGES AND OTHER 
AGENCIES AND ( j )  THAT EXISTING IMPERFECT MARKET STRUCTURES 
ARE MORESO OF THE OLI  GO POLY-OLIGOPSONY TYPE WITH PRODUCT AND 
SERVICE DIFFERENTIATION INCLUDING QUASI- INTEGRATIVE ARRANGE­
MENTS AND THAT SUCH IMPERFECT STRUCTURES MAY BE MORE PREVALENT 
IN ONE AREA THAN IN OTHERS.
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T a b l e  Locus o f  M a r k e t  Power  B e t w e e n  B u y e r s  and S e l l e r s  
U n d e r  V a r y i n g  C o m p e t i t i v e  S t r u c t u r e s .
Ca s e S e l l e r B u y e r
B a l a n c e  o f  . 
M a r k e t  Power .1 /
1 A t o m i s t i c ^ A t o m i s t .i c # Ev e n
2 Ol IGOPOL1ST## A t o m i s t i c SELLER+
3 M o n o p o l 1 ST*** A t o m i s t i c SELLER+ t
H A t o m i s t i c Ol  i g o p s o n y ^ Bu y e r  t
5 Ol IGOPOL1ST Ol i g o p s o n y Ev e n
6 Mo n o p o l i s t OLIGOPSONY S e l l e r  +
7 A t o m i s t i c Mo n o p s o n y ### BUYER+ t
8 Ol i g o p o l i s t Mo n o p s o n y BUYER+
9 Mo n o p o l i s t Mo n o p s o n y E v e n
♦ R e f e r s  to  p e r f e c t  c o m p e t i t i o n .
♦ ♦ R e f e r s  to i m p e r f e c t  or m o n o p o l i s t i c  c o m p e t i t i o n .
♦ ♦ ♦ R e f e r s  to m o n o p o l y / m o n o p s o n y .
l / ( + ) DENOTES "ONE" DEGREE OF MARKET POWER WHILE ( f t )  DENOTES 
"TWO" DEGREES.
/
CHAPTER I I I 
INTEGRATION IN ALLIED BROILER INDUSTRIES 
The ma i n  b u s i n e s s e s  a l l i e d  w i t h  t h e  b r o i l e r  g r o w i n g
ENTERPRISE ARE FEED SUPPLY F I RMS,  CHICK HATCHERIES,  PROCESS­
ING PLANTS AND CREDIT AGENCI ES.  T H I S  CHAPTER FURNISHES THE 
BACKGROUND NECESSARY FOR A MORE COMPLETE ANALYSIS OF I N T E ­
GRATION PATTERNS IN THE BROILER GROWING ENTERPRISE PRESENTED
i n  C h a p t e r  IV . Two o f  t h e  e s s e n t i a l  i n p u t  f a c t o r s  n e ed e d
TO GROW BROILERS ARE CHICKS AND FEED.  IN MARKETING THE L I V E  
BROILERS,  THE SERVICES OlT A PROCESSING PLANT ARE NEEDED.
TO MAKE POSSIBLE THE WHOLE ECONOMIC PROCESS, GROWERS ALSO 
NEED C A P I T A L ,  BOTH LONG-TERM AND SHORT-TERM.
FEED SUPPLY
S i n c e  f e e d  c o n s t i t u t e s  a b o u t  s i x t y - e i g h t  p e r  c e n t  o f
THE COST OF GROWING BROILERS,  IT  IS S I G N I F I C A N T  IN DETERMIN­
ING WHETHER THE ENTERPRISE CAN EXPAND IN LOUI SI ANA RELATIVE  
TO OTHER AREAS OF THE COUNTRY AND TO SURROUNDING STATES.
T h e  e x p a n s i o n  i n  t h e  b r o i l e r  i n d u s t r y  a n d  t h e  s h i f t  f r o m
SMALL TO LARGE SCALE OPERATIONS HAS INCREASED THE DEMAND 
FOR MILLED FEEDS SUBSTANTI ALLY.  THE USE OF FORMULA RATIONS  
HAS SUPPLANTED HOME-MIXED RATIONS TO A LARGE EXTENT.  BROILER
g r o w i n g  i n  L o u i s i a n a  i s  c o n c e n t r a t e d  i n  t h e  l e s s  f e r t i l e
AREAS OF THE STATE WHERE THE ROLLING TOPOGRAPHY MAY PRECLUDE
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THE ECONOMICAL PRODUCTION OF CORN AND OATS FOR BROILER RATIONS.
S i n c e  L o u i s i a n a  i s  a d e f i c i t  f e e d  s t a t e  and  i m p o r t s  b o t h
GRAIN AND MILLED FEEDS, THE PRICE WHICH PRODUCERS PAY IS HIGH 
RELATIVE TO SURPLUS GRAIN PRODUCING REGIONS OF THE COUNTRY.
A l s o ,  t h e  a v e r a g e  p r i c e  p a i d  for b r o i l e r  s t a r t e r  ma s h  i n  
L o u i s i a n a  i s  h i g h e r  t h a n  i t  i s  i n  t h e  s t a t e s  of Ge o r g i a , 
A r k a n s a s ,  T e x a s  a nd  M i s s i s s i p p i ,  w h i c h  a r e  c o m p e t i t o r s  w i t h  
L o u i s i a n a  for some  of  t h e  b r o i l e r  m a r k e t s  i n  t h e  S o u t h  a nd  
e l s e w h e r e . ( T a b l e  5 ) »
F eed  M i l l s
T he  p o u l t r y  f e e d  m i l l i n g  i n d u s t r y  i s  not  w e l l  
d e v e l o p e d  i n  L o u i s i a n a . Co n s e q u e n t l y ,  a c o n s i d e r a b l e
QUANTITY OF THE FORMULA FEED USED BY BROILER GROWERS COMES 
FROM MILLS LOCATED OUTSIDE L OUI S I AN A.  THE ONLY MILLS IN
L o u i s i a n a  t h a t  f o r m u l a t e  b r o i l e r  r a t i o n s  i n  c o m m e r c i a l
QUANTITIES ARE LOCATED IN SHREVEPORT, BATON ROUGE AND NEW
Or l e a n s  ( F i g u r e  2 ) .  Of t h e  s e v e n  m i l l s  i n  t h e s e  c e n t e r s ,
ONLY ONE IS ASSOCIATED WITH A MILL ING FIRM HAVING NATION­
WIDE OPERATIONS.  THE REMAINING SIX MILLS CONFINE THEIR 
D I STRI BUT ION PRIMARILY TO L OUI S I AN A,  SOUTH M I S S I S S I P P I  AND
Ea s t  T e x a s . M i l l s  l o c a t e d  i n  B a t o n  Rouge  and  N ew Or l e a n s
ARE DISADVANTAGED IN SERVING THE LOUISIANA BROILER AREA 
BECAUSE OF HIGH FREIGHT RATES IN CROSSING THE M I S S I S S I P P I
R i v e r  f r o m  e a s t  t o  w e s t .
O f  t h e  f i f t e e n  d i f f e r e n t  . br ands  o f  f e e d  USED BY A 
s a m p l e  o f  L o u i s i a n a  b r o i l e r  g r o w e r s  f r o m  1951 t o  1953* s i x
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WERE MILLED BY "NATI ONAL"  COMPANIES; SEVEN BY "REGIONAL"
MILLS AND ONLY TWO BY "LOCAL"  FIRMS.  OF THE FIFTEEN BRANDS
31ONLY ONE WAS MILLED BY A COOPERATIVE ASSOCIATION.
" L o c a l " b r a n d s  r e f e r  t o  f e e d s  m i l l e d  a n d  d i s t r i b u t e d  
i n t r a - s t a t e ; " r e g i o n a l " b r a n d s  r e f e r  to  f e e d s  d i s t r i b u t e d  
o v e r  m or e  t h a n  on e  b u t  n o t  m or e  t h a n  t e n  s t a t e s  w h i l e  a 
" n a t i o n a l " b r a n d  r e f e r s  t o  f e e d s  h a v i n g  m o r e  or l e s s  n a t i o n ­
w i d e  ADVERTI S ING AND D I S T R I B U T I O N .
A c c o r d i n g  t o  Epps  a t  l e a s t  28 f e e d  b r a n d s  w e r e  used  
i n  L o u i s i a n a  d u r i n g  1 952 » O f  t h e s e ,  o n l y  t h r e e  w e r e  l o c a l  
b r a n d s ,  f i f t e e n  w e r e  r e g i o n a l  and t e n  w e r e  by " n a t i o n a l "  
f i r m s .  T h i s  may i n d i c a t e  t h a t  " l o c a l "  f e e d  m i l l i n g  i n c l u d i n g  
h o m e - m i x i n g  i s  r e l a t i v e l y  u n i m p o r t a n t  i n  t h e  p r e s e n t  o r g a n i ­
z a t i o n  o f  L o u i s i a n a ' s  b r o i l e r  i n d u s t r y .
T he v e r y  n a t u r e  of  t h e  t e r m  " f e e d  b r a n d "  i n d i c a t e s
DIFFERENTIATION WHICH MAY INVOLVE SUCH FACTORS AS ADVERTISING,  
COLOR OF SACK, ANNOUNCEMENT OF SPECIAL FEED DISCOVERIES,  USE 
OF SPECIAL LITERATURE,  EMPLOYMENT OF SERVICEMEN, SPECIAL 
MANAGEMENT AND MARKETING PROGRAMS, D I V I S I O N  OF MARKET TERRI ­
TORIES,  EXCHANGE OF L I STS OF PRICES AND OPERATING MARGINS,
USE OF TYING CLAUSES AND USE OF DISCRIMINATORY TRADE PRACTICES.
I n g e n e r a l ,  i t  ma y  be  s a i d  t h a t  t h e  f e e d  m i l l  i n d u s t r y  d e m o n ­
s t r a t e s  HETEROGENEOUS OLIGOPOLISTIC TENDENCIES,  V I Z :  STRONG
3 1R o y ,  E .  P . ,  C o s t s - R e t u r n s  i n  P r o d u c i n g  L o u i s i a n a  
B r o i l e r s .  1 9 8 1 - 8 3 .  D . A . E .  L i t h o g r a p h e d  C i r c u l a r  1 7 0 ,  M a r c h  
P- 2 4 .
3 2e p p s ,  E .  A . ,  A n a l y s i s  o f  C o m m e r c i a l  F e e d s ,  19 5 2 — 
19 8 3 , L a .  A g r .  E x p .  S t a . ,  b a t o n  r o u g e ,  L a .
T a b l e  5» Pr i c e s  Pa i d  b y  F a r m e r s  f o r  Br o i l e r  Gr o w i n g  Ma s h ., 1 9 5 3  AN0 1 9 5 1* -  S e l e c t e d  
C o m p a r i s o n s .
Y e a r
and S t a t e s
Mon t h L o u i s i a n a A r k a n s a s G e o r g  1 a M i s s i s s i p p i T e x a s
1953 195** 1953 1 9 5 ^ 1953 1954 1953 195U 1953 1954
Do l l a r s  per  cwt •
J a n u a r y 5 . 9 0 5 .6 0 5 . 3 0 4 . 8 0 5 .70 5 . 5 0 5 . 9 0 5 .50 5.80 5 . 4 o
F e b r u a r y 5 .90 5 . 7 0 5 . 3 0 4 . 8 0 5 .6 0 5.60 5.80 5 .60 5 .80 5 . 4 o
Ma rc h 5 .8 0 5 .80 5 .20 4 . 9 0 5 .60 5 .60 5 .80 5 .60 5 . 7 0 5.50
A pr i l 5 .9 0 5 .80 5 .20 5 .00 5.70 5.80 5.80 5 . 7 0 5.60 5 .60
Ma y 5 .80 5 .80 5 .1 0 5 .1 0 5 .60 5 .80 5 .80 5 .80 5 . 5 0 5 .70
J une 5.80 5 .80 5.10 5.00 5.60 5 . 7 0 5.80 5 . 7 0 5 . 5 0 5.60
J u l y 5.TO 5 . 7 0 5 .10 4 . 9 0 5 .60 5 . 7 0 5 . 7 0 5 . 7 0 5 . 4 0 5 . 4 o
A u g u s t 5 .80 5 . 7 0 5 .00 4 . 9 0 5.60 5 .8 0 5 .60 5 . 7 0 5 . 4 0 5.50
S e p t e m b e r 5.70 5 . 7 0 4 . 9 5 4 . 9 0 5.60 5 . 7 0 5 .60 5 . 7 0 5 . 4 0 5 . 4 o
Oc t o b e r 5 .60 5 .60 4 . 8 5 4 . 8 5 5 . 5 0 5 . 5 0 5 . 5 0 5.60 5 . 3 0 5 . 4 o
No v e m b e r 5 . 5 0 5 .6 0 4 . 7 5 4 . 8 5 5 . 4 0 5 . 5 0 5 . 4 0 5 . 5 0 5 . 3 0 5 . 4 o
D e c e m b e r 5 -5 . 0  . 5 .6 0 4 . 8 0 4 . 7 5 5 . 5 0  _ 5.60 5-5 .0 5 . 5 0 5 . 3 0 5 . 3 0
A v e r a g e 5-7^ 5 . 7 0  . 5 . 0 5 4 . 9 0 5 .58 5.65 5 .68 5.63 5 . 5 0 5.^7
S o u r c e :  C r o p  R e p o r t i n g  B o a r d ,  A g r i c u l t u r a l  M a r k e t i n g  S e r v i c e ,  A g r i c u l t u r a l  P r i c e s ,  U .S .D .A .
Mo n t h l y  R e l e a s e . J a n u a r y  1 9 5 3 - D e c e m b e r  1 9 5 4 .
I
o F e e d  M i l l
F i g u r e  2 .  L o c a t i o n  of  F e ed  M i l l s  Op e r a t i n g  i n  L o u i s i a n a  a n d  M i x i n g








PRODUCT D I F F E R E N T I A T I O N ,  D I STRI BUTOR- DEALER ARRANGEMENTS AND 
WHERE A NUMBER OF LARGE FIRMS ARE SURROUNDED BY A M U L T I P L I C I T Y  
OF INTERMEDIATE AND SMALL S I ZED COMPANIES.
Pr o d u c e r s  who a r g u e  a b o u t  d i f f e r e n c e s  i n  f e e d  e f f i c i e n c y
RATIOS USUALLY ATTEMPT TO ATTRIBUTE THE DIFFERENCES TO THE 
BRAND OF FEED WHEN, AS A RULE,  NUMEROUS OTHER FACTORS MAY 
BE INVOLVED,  SUCH AS: THE SEASON OF THE YEAR,  WHETHER COOL
OR WARM TEMPERATURES PREVAIL,*  THE TYPE AND QUALITY OF THE 
CHI CK;  THE MANAGERIAL A B I L I T Y  OF THE OPERATOR; THE KI ND OF 
FEEDING PRACTICES AND FEEDING EQUIPMENT USED; FEED WASTE;
THE NUMBER OF DAYS CHICKS ARE HELD; FLOOR SPACE PER B I RD ;
AND MORTALITY OR DISEASE OUT-BREAKS.  ONLY THROUGH CONTROLLED 
EXPERIMENTS SUCH AS THOSE BY EPPS AND WATTS CAN I T  BE 
S T A T I S T I C A L L Y  DETERMINED THAT DIFFERENCES E X I S T  BETWEEN AND
33AMONG BRANDS OF FEED.
In v i e w  of  t h e  r a p i d  growt h  of  L o u i s i a n a ' s b r o i l e r
I NDUSTRY,  I T  WOULD BE EXPECTED THAT DOMESTIC MI LLS WOULD 
HAVE OBTAINED A LARGER SHARE OF THE FEED BUSINESS BUT THERE 
ARE SEVERAL REASONS WHY T H I S  HAS NOT M A T ER I AL I Z E D:  ( l )
L o u i s i a n a  m i l l s  l a c k  a d e q u a t e  d i s t r i b u t i v e  or r e t a i l  o u t l e t s ,
( 2 )  T h e y  h a v e  no s p e c i f i c  b r o i l e r  g r o w i n g - m a r k e t i n g  p ro gr a m
AND CANNOT EXTEND CREDI T  AS LIBERALLY AS LARGER FEED M I L L S ,
( 3 )  L o u i s i a n a  m i l l s  are  l o c a t e d  o u t s i d e  of  t h e  s u r p l u s  g r a i n
AREAS AND CANNOT OBTAIN A S U F F I C I E N T  SUPPLY OF LOCAL G R A I N ,
33d r . A. B .  W a t t s ,  i n  c o o p e r a t i o n  w i t h  E .  A. Ep ps  o f  
t h e  L .  S .  U.  A g r i c u l t u r a l  E x p e r i m e n t  S t a t i o n ,  c o n d u c t s  f e e d i n g
TRI ALS  ON A YEAR-ROUND BASIS TO ASCERTAIN Q U A L I T I E S  OF VARIOUS  
FEEDS.
66
(1|) V ol u m e  of  f e e d  p u r c h a s e d  by  m o st  p r o d u c e r s  i s  s m a l l  w h i c h
LEADS TO HIGHER MARGINS SINCE THE FEED MILL  AND DEALERS HAVE 
A RELATIVELY SMALL SCALE OF OPERATION AND ( 5 )  THE LOUISIANA 
FEED MILL  CAPACITY IS LOCATED AT A SUBSTANTIAL DISTANCE 
FROM COMMERCIAL BROILER AREAS.
A LAROE PART OF THE GRAIN INGREDIENTS OF FEED MIXED AND
s o l d  i n  L o u i s i a n a  c ome s  from T e x a s  a n d  Ok l a h o m a . S i n c e  s h i p ­
m e n t s  MOVING WEST ACROSS THE M I S S I S S I P P I  RlVER ENCOUNTER A 
SEVERE FREIGHT PENALTY,  ANY FEED MILL  DESIGNED TO SUPPLY
t h e  L o u i s i a n a  b r o i l e r  a r e a  s h o u l d  be  l o c a t e d  s o m e wh e r e  i n  
w e s t e r n  L o u i s i a n a  or a t  a p o i n t  where  t h e  f e e d s  c a n  be  
m a n u f a c t u r e d  a n d  s h i p p e d  on to l o c a l  o u t l e t s  i n  a d i r e c t
LINE OF HAUL UNDER FAVORABLE . M I L L I N G - I N - T R A N S I T  PR IV ILEGES.
Ca r e f u l  s t u d y  of  r a i l  r a t e s  i s  e s s e n t i a l  i n  d e t e r m i n i n g  t h e
MOST ADVANTAGEOUS POINT FOR LOCATION OF A M I L L ,  TAKING INTO 
CONSIDERATION THE LOCATION OF GRAIN PRODUCTION AND THE OUTLETS 
FOR THE FEED. FOR EXAMPLE, LOCATION OF A MILL  ON THE
M i s s i s s i p p i  R i v e r  to t a k e  a d v a n t a g e  of b a r g e  s h i p m e n t s  of
GRAIN SHOULD BE CONSIDERED.
T h e r e  ma y  e x i s t  c o n s i d e r a b l e  o p p o r t u n i t y  for  l o c a l  f e e d
MIXING AND DI STRI BUTION WHENEVER PURCHASED CONCENTRATES CAN 
BE MIXED WITH LOCALLY PRODUCED GRAIN.  T H IS  "CONCENTRATE- 
GRAIN"  PROGRAM HAS DEVELOPED AT A RAPID RATE IN OTHER STATES 
AND HOLDS SOME PROMISE OF DEVELOPMENT IN L O U I S I A N A .  A SHIFT 
OF THIS NATURE FROM COMMERCIALLY MILLED FEEDS TO LOCAL CON- 
CENTRATE-GRAIN MIXES COULD PRODUCE S I GNI F I CAN T CHANGES IN 
PRESENT-DAY PATTERNS OF INTEGRATION AMONG THE FEED M I L L ,
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FEED DEALER AND BROILER GROWER.
Wh a t  i s  t h e  e x a c t  i n t e g r a t i v e  r e l a t i o n s h i p  b e t w e e n  
L o u i s i a n a ' s f e e d  m i l l i n g  i n d u s t r y  a n d  t he  L o u i s i a n a  b r o i l e r
GROWING ENTERPRISE? DATA AND OBSERVATIONS SHOW THAT IN 
FEED PROCUREMENT LOCAL FEED MILLS ARE NOT IMPORTANT AND THAT
L o u i s i a n a  b r o i l e r  growe rs  r e l y  on o u t - o f - s t a t e  f e e d  c o m p a n i e s
FOR THEIR FEED SUPPLY.
INTEGRATION PATTERNS 
Feed m i l l i n g  c o m p a n i e s  have  u s e d  v a r i o u s  means o f
INSURING MORE STABLE OUTLETS FOR THEIR FEED OUTPUT SUCH AS 
FRANCHISED DEALERSHIPS AND CREDIT EXTENSION TO GROWERS. BE­
CAUSE OF THIS THE LARGER FEED MILLS HAVE HAD CONSIDERABLY- 
MORE SUCCESS THAN SMALLER SIZED MILLS IN THE SALE OF BROILER
f e e d s . L o c a l  f e e d  o u t l e t s  h a v e  i n t e g r a t e d  w i t h  l a r g e  f e e d
MILLS IN SEVERAL WAYS DEPENDING UPON THE TYPE OF CORPORATE 
STRUCTURE CHARACTERIZING THE MILL AND THE SIZE OF THE FEED 
MI LL ING OPERATION,  AMONG OTHERS.
I n d i s p o s i n g  of  t h e i r  f e e d  o u t p u t ,  m i l l s  ma y  u t i l i z e
AT LEAST THREE PATTERNS OF ECONOMIC INTEGRATION:  ( l )  WHERE
THE FEED MILL  USES ITS FEED OUTPUT IN ITS OWN BROILER GROW­
ING OPERATION,  OR COMPLETE INTEGRATION THROUGH A PROFIT ENTI TY,
( 2 )  Wh e r e  t h e  m i l l  d i s t r i b u t e s  i t s  o u t p u t  to f e e d  c o o p e r a t i v e s
OWNED AND CONTROLLED BY GROWERS, OR COMPLETE INTEGRATION 
THROUGH A NON-PROFIT ENTITY AND ( 3 )  WHERE THE FEED MILL  
DISTRIBUTES ITS OUTPUT TO A FRANCHISED DEALERSHIP WHICH IT 
DOES NOT OWN, OR QUASI - |NTEGRATI  ON
3 ^ T h e s e  p a t t e r n s  w e r e  t h e o r e t i c a l l y  d e v e l o p e d  i n  C h a p t e r  | | .
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C a s e  s t u d i e s  a r e  p r e s e n t e d  i l l u s t r a t i n g  e a c h  o f  t h e s e
PATTERNS OF INTEGRATION IN THE FEED MI LL IN G INDUSTRY AND 
APPRAISAL IS MADE OF THE RELATIVE IMPORTANCE OF THESE 
PATTERNS TO THE BROILER INDUSTRY. THESE FIRMS WERE SELECTED 
BECAUSE OF THEIR IMPORTANCE IN DEVELOPING THE BROILER IN­
DUSTRY. T he  c a s e  m e t h o d  u s e d  h e r e  i s  not  so e x t e n s i v e  t h a t
DETAILS OF THE F I RMS1 OPERATING PRACTICES ARE REVEALED.  THE 
ONLY PURPOSE FOR USING THESE FIRMS AS CASES IS TO ILLUSTRATE 
BRIEFLY THE PATTERN OF ECONOMIC INTEGRATION FOLLOWED.
Ca s e  A
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  Pr o f i t  E n t i t i e s  
T h e  f i r m  c i t e d  h e r e  r e p r e s e n t s  a m i x i n g  o p e r a t i o n
GEARED TO SUPPLYING FEED FOR A COMBINATION OF BROILER AND 
EGG PRODUCING ENTERPRISES.  THE OPERATOR HAS HAD CONSIDERABLE 
EXPERIENCE IN MANAGING DIFFERENT TYPES OF POULTRY ENTERPRISES 
INCLUDING A HATCHERY, HATCHING EGG FLOCKS AND FEED M IX I N G .
The  l a t t e r  u n d e r t a k i n g  b e ga n  i n  19U6 and has  c o n t i n u e d  as
AN INTEGRAL PART OF THE POULTRY GROWING PROGRAM.
A p p r o x i m a t e l y  3,600  b i r d - u n i t s  a r e  m a i n t a i n e d  on t h e  
FARM, WHICH REQUIRE ABOUT 1 , 3 5 °  HUNDRED POUND BAGS OF FEED 
ANNUALLY (TABLE 6 ) .  |N ADDI T I ON,  SOME FEEDS ARE MIXED AND 
SOLD LOCALLY TO nBACKYARD*’ FLOCK PRODUCERS AND FOR LARGER 
FLOCKOWNERS, UPON THEIR REQUEST.
T he  e s t i m a t e d  c o s t  of  m i x i n g  an a v e r a g e  p o u l t r y  r a t i o n
UNDER THOSE CONDITIONS IS $ ^ « 7 5  PER HUNDRED POUNDS. OF THIS
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AMOUNT, ABOUT $ * K 5 5  IS FOR INGREDIENTS,  $ . 1 0  FOR LABOR COST 
IN MIXING AND SACKING AND $ . 1 0  FOR OVERHEAD OR FIXED COSTS.
S ome y e a r s  t h e  i n g r e d i e n t  c o s t  i s  l o we r e d  c o n s i d e r a b l y  by
THE PRODUCTION OF CORN AND OATS ON THE FARM ALTHOUGH THIS 
IS NOT DONE CONSISTENTLY FOR LACK OF LABOR AND TIME IN THE
s p r i n g . Ot h e r  i n g r e d i e n t s  such  a s  s o y b e a n  o i l  m e a l ,  s o u r c e s  
of  c a l c i u m  a nd  v i t a m i n  s u p p l e m e n t s  a r e  o b t a i n e d  from v a r i o u s
FIRMS ON CONTRACT. THE MIXING OPERATION IS USUALLY CARRIED 
OUT ON ONE OR TWO DAYS DURING THE WEEK, MOSTLY WITH FAMILY 
LABOR.
Wh a t  a r e  t h e  a d v a n t a g e s  i n  m i x i n g  f e e d s  for h i s  own
POULTRY OPERATIONS? A S IMILAR RATION ( 1 8$  PROTEIN)  PURCHASED 
AT THE LOCAL " R E T A I L " . L E V E L  WOULD COST APPROXIMATELY $ 5 * 7 5  
OR ABOUT $ 1 . 0 0  MORE PER CWT. In AN OPERATION USING 1 , 3 5 ®
BAGS PER YEAR, THE NET SAVINGS TO THE GROWER WOULD AMOUNT
TO ABOUT $ 1, 350 . T h i s  i s  i n  a d d i t i o n  t o  m a r g i n s  r e a l i z e d
ON FEEDS MIXED AND SOLD LOCALLY OR MIXED UPON REQUEST. ITr 
WAS ASCERTAINED THAT . THI S  PARTICULAR GROWER NETTED ABOUT 
$ . 1 0  MORE PER BROILER PER LOT BY MIXING HIS FEED RATHER 
THAN PURCHASING IT AT THE LOCAL LEVEL UNDER A NON-INTEGRATED
s i t u a t i o n . L i k e w i s e ,  t h i s  grower  n e t t e d  a b o u t  5 °  c e n t s  more
PER CWT. BY MIXING RATHER THAN BY BUYING THROUGH AN AGREEMENT 
WITH THE LOCAL FEED DEALER, OR QUASI - INTEGRATI  ON. HOWEVER, 
GROWERS WHO ATTEMPT TO MIX FEEDS FOR THEIR OWN OPERATIONS 
MUST CONSIDER THE COST OF EQUIPMENT SUCH AS A MIXER AND 
HAMMER MI LL  AS WELL AS THE CAPITAL NECESSARY TO PRODUCE OR 
BUY INGREDIENTS IN ECONOMICAL QUANTI TIES.  THEREFORE, EACH
TO
T a b l e '6 . Feed R e q u i r e m e n t s  by K i n d  o f  S t o c k  on V e r t i c a l l y  
I n t e g r a t e d  P o u l t r y  F a r m ,  L o u i s i a n a ,  195*K
K i n d  of  s t o c k
Av.  No.
B 1 RDS
Pou n d s  of 
f e e d
REQU1 RED 
PER BIRD
T o t a l  
f e e d ( l b s . ) C omment
T a b l e  egg 1,000 80 80,000 L a y i n g  s e a s o n
Re p l a c e m e n t
s t o c k 1,500 20 30,000 Pu l l e t s  o n l y
B r o i l e r  s t o c k 1,500 10 15,000 Mo s t l y  m a l e s
Ha t c h i n g  egg 100 100 10,000 Ma t e d  f l o c k
T o t a l M. * 135,000 *
PRODUCER MUST COMPARE FEED COSTS UNDER VARIOUS LEVELS OF 
INTEGRATION AND CONSIDER THE F E A S I B I L t  TY OF AOOPTING ONE 
INTEGRATION PATTERN OVER ANOTHER.
C a s e  B
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  N o n - P r o f i t  E n t i t i e s  
I n  1 9 23> a c o o p e r a t i v e  f e e d  m i l l i n g  c o n c e r n  was
ORGANIZED TO SERVE THE DAIRY AND POULTRY FEED NEEDS OF
S o u t h w e s t e r n  M i s s o u r i ,  i n c l u d i n g  t h e  poorer  a g r i c u l t u r a l
AREAS OF THE OZARKS. |N 1 9 2 8 ,  IT ESTABLISHED ITS MAIN MILL
i n  S p r i n g f i e l d ,  M i s s o u r i ,  and  l a t e r ,  i n  1 9 ^ 3 *  i t  a c q u i r e d
ANOTHER MILL  AT AURORA. THE FORMER MILL  IS A BATCH-TYPE
i0
OPERATION AND |S CONSIDERABLY LESS EF F I C I ENT  THAN THE CON­
TINUOUS-TYPE MIXERS LOCATED AT THE AURORA PLANT.  PRIOR TO 
19**3,  THE MILL  CONFINED ITS FEED DI STRI BUTION TO COOPERATIVES
i n  M i s s o u r i . S i n c e  t h e n ,  o p e r a t i o n s  h a v e  b e e n  e x t e n d e d  i n t o  
A r k a n s a s ,  K a n s a s ,  Ok l a h o m a ,  T e x a s ,  T e n n e s s e e ,  M i s s i s s i p p i
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a n d  L o u i s i a n a .
T h i s  c o o p e r a t i v e  f e e d  m i l l  was  o r g a n i z e d  on  a n o n ­
s t o c k ,  NON- PROFI T  PLAN BUT WITH THE AID OF A STATE FARMERS * 
o r g a n i z a t i o n ,  v i z : t h e  M i s s o u r i  F a r m e r s ’ A s s o c i a t i o n . H ow­
e v e r ,  THE LATTER GROUP HAS BEEN REPAID AND NOW ARE ONLY 
ACTI VE TO THE EXTENT OF HOLDING CLASS A MEMBERSHIP ON THE 
B oa r d  of  D i r e c t o r s .  T he  f a r m e r s ,  who p a t r o n i z e  t h e  m i l l ,  
h a v e  t h e  C l a s s  B m e m b e r s h i p  on t h e  B o a r d .  F i n a n c i n g  o f  t h e  
m i l l ' s o p e r a t i o n s  i n  r e c e n t  y e a r s  h a s  c o m e  f r o m  a r e v o l v i n g
FUND,  KNOWN AS PATRONS1 EQUI TY  ACCOUNTS.  THE CASH D I V I DEN DS  
ARE PAID AND APPLI ED AGAINST THE PATRONS1 E Q UI T Y .  IT HAS 
BEEN THE POLICY OF THE MI LL  TO APPLY ABOUT TWO-THIRDS OF 
THE CASH EACH YEAR ON THE OLDEST YEAR OF THE E Q U I T I E S  AND 
ABOUT ONE- THI RD ON THE CURRENT YEAR.  IN THEI R F I RS T  YEAR 
OF OPERATION,  ABOUT ONE- THI RD M I L L I O N  BAGS OF FEED WERE 
MI LLED INCLUDING D A I R Y ,  POULTRY,  HOG AND OTHER FEEDS.  By 
1 9 ^ 2 ,  THE VOLUME CLIMBED TO 3 . 2 5  M I L L I O N  AND 1 9 5 2 I T  
REACHED 7 . 5  M I L L I O N  BAGS. | T  I S  ANT I CI PAT ED THAT BY 1 9 5 5  
VOLUME SHOULD INCREASE TO MORE THAN 10  M I L L I O N  BAGS 
ANNUALLY.
T h e  COOPERATIVE FEED M I LL  IS A FEDERATION OF LOCAL 
EXCHANGES WHICH ORGANIZED THE M I LL  TO SERVE THE FEED NEEDS 
OF POULTRY AND OTHER PRODUCERS. IN 195^> t h e  M I LL  WAS SERV­
ING ABOUT 3 0 0  LOCAL COOPERATIVES WITH A FARMER MEMBERSHIP
o f  o v e r  1 0 0 , 0 0 0 .  A l l  t h e  o u t p u t  o f  t h e  m i l l  i s  s o l d  t o
COOPERATIVES WHICH IN TURN D I S T R I B U T E  THE FEED TO THEIR  
MEMBERS. An y  s a v i n g s  i n  t h e  o p e r a t i o n  of  t h e  m i l l  a r e
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PASSED ON TO THE GROWERS WHO HAVE BOUGHT THE FEED, HENCE A 
NON-PROFIT ORGANIZATION.  IN THE PAST FISCAL YEAR, THE MILL  
OPERATED ON A 3 °  CENT PER SACK MARGIN BUT RETURNED 15 CENTS 
OF THIS AS PATRONAGE DI VI DENDS.
I n a c q u i r i n g  f e e d  i n g r e d i e n t s  a n d  o t h e r  i n p u t  f a c t o r s ,
THE COOPERATIVE MILL  TRANSACTS BUSINESS WITH BOTH COOPERATIVE 
AMD NON-COOPERATIVE FIRMS AND MAY USE INTEGRATIVE ARRANGE­
MENTS THAT RANGE FROM CONTRACTUAL ( QUASI - I NTEGRATI ON) TO 
NON-CONTRACTUAL ( NON-INTEGRATI  ON) .
Co o p e r a t i v e  f e e d  m i l l i n g  i s  b e c o m i n g  an  i m p o r t a n t
FACTOR IN THE LIVESTOCK AND POULTRY DEVELOPMENT THROUGHOUT 
THE COUNTRY. A n INDI VI DUAL  POULTRY PRODUCER HAS SEVERAL 
ALTERNATIVES IN PROCURING HIS FEED SUCH AS MIXING IT HIMSELF,  
BUYING FROM A PRIVATE DEALER OR PATRONIZING A FEED COOPERA­
T I V E .  E c o n o m i c  s t u d i e s  of t h e  b r o i l e r  i n d u s t r y  i n  L o u i s i a n a
HAVE SHOWN THAT COOPERATIVE MILLED FEEDS HAVE RETURNED THE
35BROILER GROWER THE HIGHEST RETURNS• WHERE COOPERATIVE 
FEED MILLS ARE EF FIC IENTLY OPERATED SUCH AS THE ONE STUDIED 
HERE, GROWERS MAY BENEFIT TO A SUBSTANTIAL EXTENT BY PATRONIZ­
ING AND BECOMING PART-OWNER OF A FEED M I L L .  TH IS  MAY BE 
MORE PROFITABLE THAN FOR THE GROWER TO ATTEMPT TO MIX FEEDS 
HIMSELF ON A RELATIVELY SMALL SCALE.
Ca s e  C
Qu a s i - I n t e g r a t i o n  of  M i l l  a n d  D e a l e r
As STATED IN CHAPTER I I ,  QUASI-VERT ICAL INTEGRATION 
REFERS TO CONTRACTUAL ARRANGEMENTS BETWEEN BUYING AND SELLING
3 5 r q y ,  OP.  C I T . .  P.  2 6 .
f i r m s .  F e e d  m i l l i n g  c o m p a n i e s  m a y  u s e  t h i s  t y p e  of  i n t e g r a ­
t i o n  PARTICULARLY IN D I S T R I B U T I N G  FEEDS.  THE FIRM USED FOR 
T H I S  c a s e  s t u d y  i s  a l a r g e  f e e d  m i l l i n g  c o m p a n y  l o c a t e d  i n  
M i s s o u r i  b u t  h a v i n g  s e v e r a l  f e e d  m i l l s  t h r o u g h o u t  t h e  U n i t e d  
S t a t e s ,  i n c l u d i n g  on e  i n  L o u i s i a n a .  T he  c o m p a n y  b e g a n  i n
I 89H AND EXPANDED BOTH HORIZONTALLY ( ACQUIRING NEW M I L L S )
AND VERTI CALLY (THROUGH A C Q U I S I T I O N  OF INPUT SUPPLY F I R M S ) .
I t s  i n t e g r a t i o n  p a t t e r n  i s  a l s o  c i r c u l a r  i n  t h e  s e n s e  t h a t
THE COMPANY MANUFACTURES CEREAL FOOD, D I S I N F E C T A N T S ,  E QUI P­
MENT AND COUNTLESS OTHER PRODUCTS. OF THE NON-COOPERATIVE  
FEED MI LLS IN THE UNI TED STATES,  T H I S  COMPANY HAS PROBABLY 
ENJOYED THE GREATEST SUCCESS IN M I L L I N G  AND D I S T R I B U T I N G
FEEDS.  I t s  r e s e a r c h  p r o g r a m  h a s  a l s o  b e e n  o u t s t a n d i n g .
As STATED,  I T  IS A JOI NT HORI ZONTAL- VERTI CALLY  
INTEGRATED FIRM WITH EXTENSIVE QUASI -VERT ICAL ARRANGEMENTS 
IN SELLING I TS  FEEDS THROUGH RETAI L  STORES THROUGHOUT THE
U n i t e d  S t a t e s  a n d  Ca n a d a . T h e  c o m p a n y  i t s e l f  owns  a f ew
OF THESE RETAI L  ESTABLISHMENTS IN A D D I T I O N  TO ITS SYSTEM 
OF E XC L U S I V E ,  FRANCHISED DEALERSHIPS IN DIFFERENT T E R R I ­
T O R I E S .  The  80 FEED AND FARM SUPPLY STORES WHICH THE COMPANY 
OWNS ARE LOCATED IN STRATEGIC SPOTS IN THE COUNTRY.  FORTY 
OF THESE SELL ALMOST EXCLUSIVELY AT RETAI L  (COMPLETE VERTI CAL  
I NTEGRATI ON)  AND THE OTHER ^ 0  WHOLESALE THEIR OUTPUT TO 
FRANCHISED DEALERS IN THEI R TERRITORY ( QUASI - VERT ICAL I N T E ­
G R A T I O N ) .  T h e s e  80 s t o r e s ,  h o w e v e r ,  d i s t r i b u t e  o n l y  8 p e r
CENT OF THE COMPANY OUTPUT WITH THE BALANCE,  OR 9 2  PER CENT,
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BEING QUASI“ VERTI CALLY INTEGRATED THROUGH FRANCHISED DEALERS.  
I T ! S THE Q UA S I -V ER T I CA L  INTEGRATION FEATURE OF ITS FEED 
D I S T R I B U T I O N  WHICH IS OF PR I NC I PA L  INTEREST.
In F i g u r e  3 <s p r e s e n t e d  t h e  l o c a t i o n  of  i t s  q u a s i -
VERTICALLY INTEGRATED RETAI L  OUTLETS IN L O U I S I A N A . ^  FEED 
DEALERSHIPS ARE OPENED IN ALMOST EVERY TRADE LOCALITY AND 
EXCLUSIVE SALES ARE MADE TO THESE DEALERS.  A COMPLETE L I NE  
OF PRODUCTS IS OFFERED THEM IN A D D I T I ON  TO OTHER L I NES OF 
GOODS WHICH THE LOCAL DEALER MAY HIMSELF SELECT OR HAVE 
RECOMMENDED TO H I M .  A TYPICAL "MARGIN" SPREAD I S  SUGGESTED 
TO THE LOCAL DEALER DEPENDING ON THE COMPETITION IN A GIVEN  
AREA ALTHOUGH DRASTIC P RI CE - CU T T I NG  IS NOT USUALLY ALLOWED.
IF THE LOCAL DEALER F AI LS  TO D I ST R I B U T E  A PRESCRIBED VOLUME 
OF FEEDS,  H I S  FRANCHISE MAY BE WITHDRAWN AND ALLOTED TO 
ANOTHER F I R M .  THE COMPANY IS IN NO WAY ACTIVE IN GROWING 
BROILERS ALTHOUGH THEI R LOCAL DEALER MAY DO SO.  IN ACQUIR­
ING FEED INGREDIENTSDAND OTHER INPUT FACTORS,  THE FIRM 
U T I L I Z E S  A COMBINATION OF NON-1NTEGRATI  ON ( B I D S ) ;  Q UA S I -  
INTEGRATI  ON (CONTRACTS)  AND COMPLETE INTEGRATION ( S U B S I ­
DIARY c o m p a n i e s ) .
T he  f i r m  r e p o r t e d  on h e r e  h a s  s e r v e d  t h e  p o u l t r y
FEED NEEDS OF MANY FARMERS AS EVIDENCED BY ITS RAPID AND 
CONTINUED GROWTH IN ALL AREAS OF THE UNI TED S TA T E S .  BY 
Q UA S I - I NT E G R A T I NG  WITH LOCAL BUSINESS MEN WHO KNOW THE 
FARMERS AND THE COMMUNITY,  THE FIRM HAS BEEN SUCCESSFUL IN
^ A D A P T E D  FROM AN ADVERTISEMENT L I S T  APPEARING IN
Pr o g r e s s i v e  F a r m e r . Ma r c h  1 1 0 2 »
o L o c a l  F e e d  D e a l e r
F i g u r e  3 . L o c a t i o n  o f  F r a n c h i s e d  F e e d  D e a l e r s  A f f i l i a t e d  W i t h  a N a t i o n a l  









I TS  M I L L I N G  AND IN OTHER OPERATIONS.
A p p r a ISAL
F e e d  i s  t h e  m o s t  i m p o r t a n t  c o s t  e l e m e n t  i n  b r o i l e r  
g r o w i n g . L o u i s i a n a  f a r m e r s  h a v e  t o  p a y  m or e  f o r  t h e i r  
b r o i l e r  f e e d  t h a n  g r o w e r s  i n  s u r r o u n d i n g  s t a t e s  w h i c h  m a y
BE DUE TO THE LACK OF FEED M I LL I NG  CAPACITY IN THE STATE.
T h e r e f o r e ,  b r o i l e r  g r o w e r s  m u s t  r e l y  on o u t - o f - s t a t e  m i l l s
AND,  IN DOING SO, THEY MUST U T I L I Z E  EITHER COOPERATIVE FEED 
M I LL S  OR MI LLS  OPERATED BY LARGE P R O F I T - T Y PE  COMPANIES.
Gr o w e r s  m a y ,  i n  a l i m i t e d  s e n s e ,  m i x  t h e i r  own f e e d s .
CHICK HATCHERIES 
Th e  s e c o n d  m os t  i m p o r t a n t  c o s t  i t e m  i n  g r o w i n g
BROILERS IS THE COST OF THE DAY-OLD BABY C H I C K .  IN ORDER 
TO MEET THE MARKET DEMAND FOR RAPID-GROWING,  FAST FEATHERING  
AND E F F I C I E N T  FEED-CONVERTING C H I CK S,  BREEDERS AND HATCHERIES  
HAVE DEVELOPED LARGE-SCALE OPERATIONS WHICH ENABLE THEM TO 
HATCH AND D I STR I BUTE CHICKS IN MASS NUMBERS. THESE OPERA­
TIONS ARE S U F F I C I E N T L Y  LARGE TO J US T I FY  RATHER EXPENSIVE  
BREEDING AND RESEARCH PROGRAMS DESIGNED TO IMPROVE CHICK  
Q U A L I T Y .  IN RECENT YEARS,  A NUMBER OF ECONOMIC TRENDS HAVE 
DEVELOPED IN THE HATCHERY INDUSTRY WHICH WARRANT A N A L Y S I S ,  
ESPECI ALLY WHEN THESE TRENDS CONCERN THE DEVELOPMENT OF 
INTEGRATION PATTERNS.
T h e  n u m b e r  o f  h a t c h e r i e s  i n  L o u i s i a n a  d e c l i n e d  f r o m  
8 l  i n  19^5 t o  25 i n  195H. ( T a b l e  7 ) .  Ma n y  of  t h e  s m a l l e r
T a b l e  f .  N u m b e r ,  C a p a c i t y  and O u t p u t  o f  C o m m e r c i a l  H a t c h e r i e s  P a r t i c i p a t i n g  i n  t h e  
N a t i o n a l  P o u l t r y  I m p r o v e m e n t  P l a n ,  L o u i s i a n a ,  1936- 5I*.
N u m b e r  of  
Y e a r  H a t c h e r i e s Ca p a c i t y  
( M i l , )
C a p a c i t y
PER
Ha t c h e r y
N o .  C h i c k s  
Ha t c h e d
( M i l . )
Av .  P r i c e  
P d .  by 
F a r m e r s  
( C e n t s  e a . )
Gr o s s  V a l u e  
C h i c k s  S o l d





























1 1 2 6
1 1 20
2 2
3 51 7 28
1 9 23
2 0 25
1 8 2 4

















































S o u r c e : L o u i s i a n a  C r o p  R e p o r t i n g  S e r v i c e ,  Ha t c h e r y  Pr o d u c t i o n ,  Mo n t h l y  R e l e a s e s .
* N o t  a s c e r t a i n e d .
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HATCHERIES HAVE BEEN FORCED OUT OF BUSINESS DUE TO THE D E CL I N­
ING DEMAND FOR DUAL-PURPOSE BIRDS AND THE CONCOMITANT S H I F T  
TO BROILER CHICKS WHICH THE SMALLER HATCHERIES WERE UNABLE
t o  s u p p l y .  Ma n y  h a t c h e r i e s  w i t h  i d l e  c a p a c i t y  d i d  n o t  m a k e
THE APPROPRIATE S H I F T  FROM EGG TO B R O I L E R - S T R A I N  CHICKS WHILE  
NEW HATCHING CAPACITY WAS BEING ESTABLISHED TO SUPPLY THESE 
BROILER CHICK DEMANDS. SOME DUAL-PURPOSE HATCHERIES WERE 
MERGED WITH BROI LER- CH I C K HATCHERIES AS COMPLETE HORIZONTAL  
INTEGRATION WAS ACHIEVED BY.THE MORE SECURE BROILER-HATCHERY  
F I RMS.
D e s p i t e  a d e c r e a s e  i n  t h e  n u m b e r  o f  h a t c h e r i e s ,
HATCHING EGG CAPACITY IN L O U I S I A N A  HAS NOT DECLINED S I G N I ­
F I C A N T L Y .  In 1 9 ^ 5  t h e r e  e x i s t e d , 1.9  m i l l i o n  e g g - c a p a c i t y
WHILE IN 1 9 5 ^  I T  STOOD AT 1 . 5  M I L L I O N .  THE EGG CAPACITY  
PER HATCHERY INCREASED FROM 2 3 , 0 0 0  IN 1 9 ^ 5  T0 ^ 0 , 0 0 0  IN 1 9 5 ^ -  
IN THE PAST,  RELATI VELY FEW LOUI S IANA HATCHERIES OBTAINED 
BROI LER- CH I C K BUSINESS SINCE MOST OF THEI R CAPACITY WAS 
DEVOTED TO DUAL-PURPOSE AND EGG-STRAIN C HI CK S.  HOWEVER,
IN 1 9 5 3 ,  ABOUT 5 5  PER CENT OF THE ST A T E ' S  EGG CAPACITY WAS 
DEVOTED TO MEAT- STRAI N CHICKS AND IN 1 9 5 ^  ™ l s PERCENTAGE
r o s e  t o  60  ( T a b l e  8 ) .
L o u i s i a n a  h a t c h e r i e s  i n c r e a s e d  t h e i r  o u t p u t  f r o m
5 .5  M I L L I O N  IN I 9H5 TO 9 .6  M I L L I O N  IN 1 9 5 ^  DESPI TE A CON­
TRACTION IN CAPACITY WHICH I NDI CATES A GREATER USE-RATE OF 
THE E X I S T I N G  CAPACITY (TABLE 7 ) .  FOR EXAMPLE,  THE USE-RATE  
IN 19^5 WAS 2*9 WHILE IN 195  ̂ THE RATE ROSE TO 5 .I+. THESE 
CHANGES ARE ECONOMICALLY SOUND BECAUSE F I XED COSTS IN THE
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FORM OF F I XED CAPACITY ARE D I ST RI BUT ED OVER A GREATER OUTPUT,  
RESULTING IN LOWER F I XED COSTS PER CHICK HATCHED.  THESE RE­
DUCED COSTS MAY HAVE BEEN PASSED ON TO CHICK CUSTOMERS IN 
THE FORM OF LOWER PRICES DEPENDING ON THE DEGREE OF COMPETI ­
T I O N .  S i n c e  b a b y  c h i c k s  c a n  be  t r a n s p o r t e d  o v e r  l o n g  d i s t a n c e s
AND SINCE MANY HATCHERIES AND DEALERS DO COMPETE IN A GIVEN 
AREA,  I T  IS L I K E L Y  THAT PRICE REDUCTIONS HAVE BEEN PASSED-ON.
I n 1 9 ^ 5 ,  f a r m e r s  p a i d  a n  AVERAGE OF 1*1.1 CENTS p e r  CHICK 
WHILE IN 1 9 5 ^  CHICK PRICES AVERAGED ABOUT l U  CENTS I N D I C A T I N G  
THE E F F I C I E N C Y  OF HATCHERY FIRMS DESPI TE R I S I N G  COSTS OF 
OPERATI  ON.
Wh a t  i s  t h e  r e l a t i o n s h i p  o f  L o u i s i a n a ' s c h i c k
HATCHERY INDUSTRY TO INTEGRATION IN THE L O U I S I A N A  BROILER 
GROWING ENTERPRISE? S | NCE 195O,  L O U I S I A N A  HATCHERIES HAVE 
BEEN SUPPLYING ABOUT 5® RER CENT OF THE BRO I LE R-CH ICKS USED
by  L o u i s i a n a  g r o w e r s .  T h e  o t h e r  50 p e r  c e n t  a r e  o b t a i n e d
FROM HATCHERIES IN ARKANSAS,  M I S S O U R I ,  M I S S I S S I P P I  AND T E X A S .
H a t c h e r i e s ,  w h e t h e r  i n  or o u t  of  L o u i s i a n a ,  h a v e  u s e d  s i m i l a r
METHODS IN INTEGRATING THEIR INPUT OF HATCHING EGGS WITH THE
T a b l e  8 . N u m b e r  a n d  C a p a c i t y  o f  H a t c h e r i e s  i n  L o u i s i a n a  
b y  T y p e  o f  C h i c k  P r o d u c e d ,  19 5 3  AND 1 9 5 ^»
T y p e  of  
C a p a c i t y
N o .  OF 
H a t c h e r  1es
Ca p a c i t y  
R e p o r t e d
PCT.  OF
Ca p a c i t y
Me a t - S t r a i n
• 5 3
12 10
' 5 3  ' 5 4  
963 8 7 0
. *53  . '5.4 
5 5  6 0
D u a l  Pu r p o s e 21 13 582 405 3 1* 29
E g g - S t r a i n 2 2 ’S . ’S . . 9 8T u r k e y , e t c . 0 0 2 3
T o t a l s 3 5 25 1 , 7 3 6  i , * r t6 . 100 100
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OUTPUT OF BROILER C H I CK S .  ALSO,  THE HATCHERY INDUSTRY HAS 
HAD A CONSIDERABLE AMOUNT OF NON-1NTEGRATI  ON WHICH MEANS THAT 
BABY CHICKS WERE OFTEN HATCHED AND DUMPED ON THE MARKET AT 
CUT-RATE PR I CE S,  USUALLY AGGRAVATING THE BROILER PRODUCTION-  
PRICE R E L A T I O N S H I P S .  THEREFORE,  I F  EACH HATCHERY HAS A WELL-  
ADJUSTED OPERATION BETWEEN ITS EGG SUPPLY AND CHICK SALES,
THE I N S T A B I L I T Y  I N  B R O I L E R  P R O D U C T I O N  COULD BE R E D U C E D .
INTEGRATION PATTERNS 
H a t c h e r y m e n  m a y  p r o c u r e  h a t c h i n g  e g g s  i n  a t  l e a s t
FOUR DIFFERENT WAYS: ( 1 )  PRODUCE THEIR OWN EGG SUPPLY OR,
COMPLETE INTEGRATION THROUGH A PROF I T - E N T I T Y ,  ( 2 )  IN CASE 
OF COOPERATIVE HATCHERI ES,  EGGS MAY BE OBTAINED FROM FARMERS 
WHO ORGANIZED AND CONTROL THE UNI T  OR, COMPLETE INTEGRATION 
THROUGH A NON- PROFI T  E N T I T Y ,  ( 3 )  PURCHASE EGGS FROM PRODUCERS 
OR EGG BROKERS ON CONTRACT OR, QU A SI - I NTEGRATI  ON AND ( 4 )
C u s t o m  h a t c h  e g g s  f o r  p r o d u c e r s  on a f e e  b a s i s  o r ,  n o n ­
i n t e g r a t i o n .  In L o u i s i a n a ,  n i n e  h a t c h e r i e s  o f  t h e  25
OPERATING PRODUCE THEI R OWN EGG SUPPLY ( F I GURE ^ ) . THE 
BALANCE,  OR 16 HATCHERI ES,  OBTAIN THEI R EGGS IN Q U A S I ­
INTEGRATION WITH EGG PRODUCERS A N d / o R  EGG BROKERS.  THERE 
ARE NO COOPERATIVE HATCHERIES IN L O U I S I A N A .
I n t e g r a t i o n  p a t t e r n s  i n  p r o c u r i n g  h a t c h i n g  e g g s  h a v e
D E V E L O P E D  RATHER E X T E N S I V E L Y  FOR THESE R E A S O N S :
( 1 ) The N a t i o n a l  P o u l t r y  I m p r o v e m e n t  P l a n  (N P IP )
W I T H  I T S  PULLORUM T E S T I N G  PROGRAM ENCOURAGED H A T C H E R I E S
0 C h I CK
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AND EGG PRODUCERS TO SIGN CONTRACTS WHICH LED TO Q U A S | - | N T E -
GRATI ON.  Wh i l e  t h e  p r o d u c e r  c o u l d  s h i f t  h a t c h e r y  a f f i l i a t i o n ,
HE COULD NOT SELL EGGS FROM A "CONTROLLED"  PULLORUM FLOCK TO 
A HATCHERY WITH A " PASSED"  RATI NG,  FOR EXAMPLE.  BEFORE THE 
N P IP ,  HATCHERY OPERATIONS WERE FAR LESS INTEGRATED SINCE 
HATCHING EGGS COULD BE PURCHASED FROM ANY SOURCE AND UNDER 
ANY TYPE OF AGREEMENT.  T H I S  IS NOT TO SAY THAT THE NPIP  
WAS OR IS NOT A GOOD PROGRAM, HOWEVER.
( 2 )  T h e  p r o d u c t i o n  of  h a t c h i n g  e g g s  i s  a h i g h l y
S P E C I A L I Z E D  UNDERTAKING AND HATCHERYMEN I N S I S T  ON STRI CT 
PRODUCING AND MARKETING METHODS. THE HATCHERY OPERATOR NEEDS 
TO SUPERVISE THE FLOCK,  RECOMMEND A MANAGEMENT-MARKETING 
PROGRAM AND CHECK ON F E R T I L I T Y  AND H A T C H A B I L I T Y  OF EGGS.
T h e r e f o r e ,  p r o d u c e r s  a n d  h a t c h e r y m e n  n e g o t i a t e  c o n t r a c t s  f o r
THESE PURPOSES,■AND
( 3 )  Mo s t  b r o i l e r  c h i c k  p u r c h a s e r s  b o o k  t h e i r  o r d e r s
MONTHS IN ADVANCE SINCE BROILER GROWING OPERATIONS ARE CON­
DUCTED ON A CONTINUOUS B A S I S .  PURCHASERS MAY SPECI FY  THE 
BREED,  S T R A I N ,  AND SEX OF CHICKS D E S I RED .  OBVI OUSLY ,  THE 
HATCHERY HAS TO ENTER INTO AN AGREEMENT WITH FLOCKOWNERS 
OR ATTEMPT TO PRODUCE THEI R OWN EGGS IN THE QUANTITY AND 
QUALI TY  D E S I RED .
Ha t c h e r y m e n  m a y  d i s p o s e  of  t h e i r  o a y - o l d  b r o i l e r
CHICKS IN AT LEAST FOUR DIFFERENT WAYS: ( l )  U T I L I Z E  THE
CHICKS IN A BROILER GROWING ENTERPRISE OPERATED AND CONTROLLED 
BY THE HATCHERYMAN OR, COMPLETE I NTEGRATION THROUGH A P R O F I T -  
E N T I T Y j  ( 2 )  IN CASE OF A COOPERATIVE HATCHERY,  THE CHICKS MAY
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BE SOLO TO MEMBERS OF THE COOPERATIVE OR, COMPLETE INTEGRA­
TION THROUGH A NON-PROFIT E N T I T Y ,  ( 3 ) SEL L  THE CHICKS ON 
CONTRACT TO A FRANCHISED DEALER OR TO A GROWER OR, Q U A S I -  
I NTEGRATION AND ( H )  DISPOSE OF THE CHICKS AS HATCHED WITH 
NO PRIOR SALE AGREEMENT,  OR NON- I NTEGRATI  ON. IN L O U I S I A N A  
DURING 1 95 ^ >  THE EQUIVALENT OF TWO HATCHERIES OUT OF 2 5  WERE 
U T I L I Z I N G  THEI R OWN CHICKS IN A BROILER GROWING ENTERPRI SE;  
TEN WERE QUASI - INTEGRATED IN D I SPOSI NG OF THEI R OUTPUT AND 
THE BALANCE OR 13 HATCHERIES,  WERE NON-1 NTEGRATED. THE 
LATTER GROUP WERE NOT BROI LER- TYPE HATCHERIES,  HOWEVER.
T h e r e  w e r e  no  c o o p e r a t i v e  h a t c h e r i e s  i n  L o u i s i a n a . B r i e f
CASE STUDIES ARE PRESENTED TO ILLUSTRATE THE TYPE OF I N T E ­
GRATION PATTERN USED BY HATCHERIES IN D I SPOSI NG OF B R O I L E R -  
TYPE C H I C K S .  T he  p a t t e r n s  s u b s e q u e n t l y  p r e s e n t e d  SHOULD BE 
APP L I CA BL E  TO HATCHERY OPERATIONS IN ANY PART OF THE UNI TED
S t a t e s .
C a s e  A
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  Pr o f i t - E n t i t i e s
T h e  h a t c h e r y  o p e r a t i o n  c i t e d  h e r e  i s  v e r t i c a l l y  
i n t e g r a t e d  t o  t h e  e x t e n t  t h a t  h a t c h i n g  e g g s  a r e  p r o d u c e d  a n d
INCUBATED ON THE FARM. SOME OF THE CHICKS ARE USED IN A 
BROILER GROWING OPERATION MANAGED BY THE HATCHERYMAN.  IN 
A D D I T I O N ,  A FEED AND SUPPLY STORE IS OPERATED AND SEVERAL 
LOCAL BROILER GROWERS ARE FINANCED THROUGH T H 15 D E A LE R S H I P .
I n  FACT,  ABOUT 85,000  b r o i l e r s  a r e  f i n a n c e d ,  f e d  a n d  m a r k e t e d
D U R I N G  A 10  WEEK O P E R A T I O N .  TWO S E R V I C E  MEN ARE EMPLOYED I N
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WORKING WITH THESE LOCAL GROWERS WHO PURCHASE THEIR FEED,  
CHICKS AND SUPPLI ES ON CREDIT  AND PAY BACK THE AMOUNT LOANED 
WHEN BROILERS ARE MARKETED.  A SUM AS HIGH AS $ 3 5 j 000 , s  
OFTEN LOANED OUT WHEN BROILERS ARE BEING F INANCED.
The  h a t c h e r y  c a p a c i t y  on t h e  f a r m  i s  1 6 0 , 0 0 0  and  
THE ANNUAL CHICK OUTPUT IS AROUND 8 0 0 , 0 0 0 .  THESE CHICKS  
ARE SOLD AS FOLLOWS: ( l )  To BROILER GROWERS AND FEED
DEALERS NOT A F F I L I A T E D  WITH THE HATCHERY,  ( 2 )  To GROWERS 
WHO ARE BEING FINANCED BY THE HATCHERY AND ( 3 )  To THE BROILER  
GROWING OPERATION BEING MANAGED BY THE HATCHERY I T S E L F .
On l y  t h e  l a t t e r  o u t l e t  i s  of  i n t e r e s t  h e r e .
B r o i l e r  g r o w i n g  c a p a c i t y  on t h e  f a r m  a m o u n t s  to  
ABOUT 2 0 , 0 0 0  BROILERS PER 10 WEEK PERIOD OR 8 0 , 0 0 0  PER YEAR,  
WHICH IS ABOUT 1 0  PER CENT OF THE TOTAL HATCHERY OUTPUT.
A l t h o u g h  t h i s  g r o w i n g  c a p a c i t y  i s  n o t  l a r g e  i n  r e l a t i o n  to
THE TOTAL CHICK OUTPUT,  I T  IS VERY S I G N I F I C A N T .  WHEN CHICK  
PRICES ARE LOW OR WHEN ORDERS ARE CANCELLED,  THESE BIRDS  
CAN BE TAKEN OFF THE MARKET AND GROWN OUT ON THE. FARM.
F e e d ,  c h i c k s ,  c a p i t a l  a n d  p r o c e s s i n g  s e r v i c e s  a r e  t h u s
INTEGRATED.
T he  h a t c h e r y  h a s  a s t a n d i n g  a g r e e m e n t  w i t h  a p r o ­
c e s s o r  TO PURCHASE ALL THE MARKETABLE BROILERS ON A YEAR-  
ROUND B A S I S ,  INCLUDING THOSE RAISED ON FINANCE PLANS.  THE 
AGREEMENT COVERS THE APPROXIMATE NUMBER OF BROILERS THE 
BUYERS WILL TAKE; THE TIME THEY WILL BE ACCEPTED;  THE MARKET 
FROM WHICH THE PRICE WILL BE DETERMINED AND THE DISCOUNTS  
OR PREMIUMS TO BE CONSIDERED FOR QUALITY AND WEIGHT D I F F E R E N ­
T I A L S .
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C ase  B
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  N o n - P r o f i t  E n t i t i e s
T he  c o o p e r a t i v e  h a t c h e r y  c o n s i d e r e d  h e r e  o p e r a t e s
UNDER A STATE FARMERS ORGANI ZATI ON.  IT WAS ORGANIZED IN 
19U5 FOR THE PURPOSE OF PROVIDING BETTER QUALITY CHICKS FOR 
COMMERCIAL BROILER GROWERS. |T IS BOTH VERTICALLY AND 
HORIZONTALLY INTEGRATED.  HATCHING EGGS ARE OBTAINED FROM 
CO-OP MEMBERS, INCUBATED IN THE CO-OP HATCHERY AND D I S ­
TRIBUTED THROUGH COOPERATIVES.  IT IS HORIZONTALLY I NT E ­
GRATED UNDER A U N I F I E D  COOPERATIVE MANAGEMENT WITH THE 
OPERATION OF F I VE  HATCHERIES IN DIFFERENT PARTS OF THE
STATE.  T he  p o u l t r y  d i v i s i o n  of  t h i s  s t a t e  a s s o c i a t i o n  i s
CIRCULARLY INTEGRATED WITH FEED M I L L I N G ,  BROILER PROCESSING,  
F I NANCING AND OTHER A C T I V I T I E S .
IN ACQUIRING HATCHING EGGS, THE F I VE HATCHERIES  
DEPEND UPON S U P PL I ES  FROM BOTH THE BREEDING FARM OPERATED 
BY THE COOPERATIVE AND FROM MEMBERS OF THE STATE ASSOCIA­
T I ON  WHO PRODUCE EGGS UNDER CONTRACT,  OR A TOTAL OF 1 6 0 ,0 0 0  
BREEDER HENS.  THE MAIN BREEDING FARM IS THE HEART OF THE 
ENTIRE POULTRY PROGRAM. ITS PURPOSE IS TO BREED AND D I S ­
TRIBUTE THE INCREASINGLY BETTER BREEDING STOCK TO THE FARMS 
THAT PRODUCE HATCHING EGGS AND WHICH SUPPLY THE HATCHERIES.
I f t h e r e  i s  a n  e x c e s s  of  h a t c h i n g  e g g s  p r o d u c e d  b e y o n d  i t s
OWN REQUIREMENTS,  THE ASSOCIATI ON MAY SELL THEM TO OTHER 
HATCHERI ES.  BUT,  ALL OF THE EGGS OF THE COOPERATIVES1 SUPPLY
FLOCKS THAT PRODUCE EGGS FOR THE HATCHERIES,  MUST BE SOLD OR
OFFERED F I RS T  TO THE HATCHERIES OF THE A S SO C I A T I ON .
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I n d i s p o s i n g  o f  t h e  s i x  m i l l i o n  b r o i l e r  c h i c k s  w h i c h
ARE HATCHED ANNUALLY,  THE COOPERATIVE HATCHERY USES SEVERAL
o u t l e t s :  ( l )  I t may s e l l  c h i c k s  d i r e c t  t o  l o c a l  c o o p e r a t i v e s
• A F F I L I A T E D  WITH THE STATE A S S OC I A T I ON ,  ( 2 )  |T  MAY SELL CHICKS  
TO COOPERATIVES IN LOUI SI ANA AND ELSEWHERE THAT ARE NOT 
A F F I L I A T E S ,  ( 3 )  I T  MAY SELL DIRECT TO MEMBERS OF THE STATE 
ASSOCIATI ON OR ( k )  | T  MAY SELL DIRECT TO GROWERS IN LOUI S I A NA  
AND ELSEWHERE WHO ARE NOT MEMBERS OF THE STATE FARMERS1 
ORGANI ZATI ON.
T h e r e  a r e  a t  l e a s t  two p r i c i n g  m e t h o d s  b y  w h i c h  d a y -
o l d  CHICKS ARE SOLD: ( l )  PURCHASERS MAY AGREE TO PAY THE
GOING PRICE FOR CHICKS AT TIME OF BOOKING OR AT TIME OF SALE
o r ,  ( 2 )  C o n t r a c t s  m a y  be n e g o t i a t e d  b e t w e e n  t h e  p u r c h a s e r
AND THE HATCHERY.
S u c h  b r o i l e r  c h i c k  c o n t r a c t s  p e r m i t  p r i c e  r e d u c t i o n s
AND CONSISTENT BOOKINGS WHICH ARE ADVANTAGEOUS TO THE HATCHERY
I N M A I N T A I N I N G  OUTPUT AND, ALSO,  TO THE PURCHASER WHO BENEFITS
BY LOWER PRICES AND STEADY SUPPLI ES OF C H I CK S,  EVEN IN 
SUMMER PERIODS OR WHEN CHICKS ARE SCARCE.  FOR EXAMPLE,  THE 
PRICE CONTRACT NEGOTIATED BETWEEN THE ASSOCIATI ON AND SOME
L o u i s i a n a  b r o i l e r  g r o w e r s  s t i p u l a t e s  t h a t  t h e  h a t c h e r y  w i l l
FURNISH GROWERS FOUR FLOCKS OF BROI LER- TYPE BABY CHICKS  
DURING A ONE YEAR PERIOD.  THE F I RS T  THREE PLACEMENTS ARE 
TO BE BI LLED AT THE HATCHERIES REGULAR MARKET PRICE AND THE 
FOURTH PLACEMENT TO BE BI LLED AT A MAXIMUM OF $ . 1 ^ 7 5  0R AT 
A PRICE WHICH WILL BRING THE AVERAGE OF ALL FOUR PLACEMENTS 
t o  $ . 1 U75 PER C H I C K .  The ABOVE APPLI ES TO PLACEMENT IN ANY
ONE HOUSE, CONSECUTIVELY.  ALL PRICES REFER TO PRICE OF CHICKS  
AT THE HATCHERY.  THE GROWER AGREES TO ACCEPT THE FOUR PLACE­
MENTS AS OUTLINED ABOVE WITH THE BOOKING DATES TO BE MADE BY 
THE GROWER SUBJECT TO MINOR R E V I S I O N  TO F I T  PRODUCTION 
SCHEDULES AT THE HATCHERY.  I t  IS UNDERSTOOD THAT THE INTENT  
OF THE AGREEMENT IS TO PROVIDE BENEFITS AND A CLOSER WORK­
ING RELATI ONSHI P  FOR BOTH PARTIES AND THAT UNI NTENTI ONALLY  
SOME I N E Q U I T I E S  MAY OCCUR WHICH CAN AND WILL BE WORKED OUT 
I N D I V I D U A L L Y  AS THE OCCASION MAY D I R E CT .
L o u i s i a n a  b r o i l e r  c o o p e r a t i v e s  m a y  n e g o t i a t e  e v e n
MORE FAVORABLE CONTRACTS THAN THE ONE CI TED ABOVE PROVIDED 
THEI R MEMBERSHIP AGREE TO CENTRALIZE THEIR CHICK BOOKINGS 
WITH THE COOPERATIVE HATCHERIES.
Ca se  C
Q u a s i - V e r t i c a l  I n t e g r a t i o n
THE FIRM CHOSEN HERE REPRESENTS A HORIZONTALLY I N T E ­
GRATED HATCHERY OPERATION BY V IRTUE OF ITS F I VE  HATCHERIES  
LOCATED IN DI FFERENT PARTS OF THE UNI TED S TA T E S .  O R I G I N A L L Y ,  
THE FIRM WAS LOCATED IN M I C H I G A N ,  BUT AFTER WORLD WAR I I  I T  
EXPANDED ITS POULTRY OPERATIONS INTO L O U I S I A N A ,  M I S S I S S I P P I
a n d  T e x a s .  T he f i r m  i t s e l f  i s  h i g h l y  i n t e g r a t e d  w i t h  o w n e r ­
s h i p  of  h a t c h e r i e s ;  an  e q u i p m e n t  c o m p a n y ;  b r e e d i n g  f a r m s ;
FEED MI LLS AND OTHER ENTERPRI SES.  |N THE EARLY l ^ O ' s ,  THE 
HATCHERY WAS SERVING ONLY THE M l D - W E S T .  BECAUSE THE BROILER 
CHICK BUSINESS FAI LED TO DEVELOP IN THE M l D - W E S T ,  THE HATCHERY 
OPERATORS DECIDED TO COMPETE FOR THE E X I S T I N G  MARKET FOR HIGH
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QUALITY BROILER CHICKS IN THE SOUTH.  I n ORDER TO PRODUCE 
THESE C H I CK S,  HOWEVER, HIGH QUALITY HATCHING EGGS HAD TO BE 
PROCURED SO THE HATCHERY ALSO LAUNCHED A BREEDER-FLOCK PRO­
GRAM.
I n a c q u i r i n g  i t s  h a t c h i n g  egg  s u p p l y ,  t h e  f i r m  i s  
q u a s i - i n t e g r a t e d  w i t h  h u n d r e d s  o f  p r o d u c e r s  i n  d i f f e r e n t  
s t a t e s  i n c l u d i n g  L o u i s i a n a .  W i t h  s u c h  a l a r g e - s c a l e  h a t c h e r y
OPERATION,  THE FIRM COULD NOT ECONOMICALLY PRODUCE I TS  OWN 
EGG SUPPLY AND,  THEREFORE,  HAS RELIED ON CONTRACTS TO OBTAIN  
THE NECESSARY EGGS. DURING 195^+ >N L O U I S I A N A ,  THI S  HATCHERY-  
FIRM HAD AT LEAST 1 0 0 ,0 0 0  LAYERS UNDER CONTRACT FOR SUPPLY­
ING eggs  t o  i t s  T e x a s  and M i s s i s s i p p i  b r a n c h  h a t c h e r i e s .  I t
NEEDS ABOUT 1 , 5 ® °  CASES OF EGGS PER WEEK FOR THE F I V E  HATCH­
ERI ES c o m b i n e d .  T h r o u g h  q u a s i - i n t e g r a t i o n  t h i s  f i r m  h a s
DEMONSTRATED THE R A P I D I T Y  WITH WHICH A HATCHERY MAY DEVELOP 
SUPPLY FLOCKS ON A SCALE WHICH I T  I TSELF  COULD NOT HAVE 
ECONOMICALLY PERFORMED. TO BE SURE,  QUASI - 1NTEGRATED SUPPLIES  
MAY BE LOST TO COMPETITORS OR FOR OTHER REASONS BUT,  NONETHE­
LESS,  I T  IS A FLEXIBLE TYPE OF ARRANGEMENT WHICH PERMITS  
QUICK EXPANSION.
T he  t y p e  of  a g r e e m e n t  u s e d  b y  t h i s  f i r m  i n  q u a s i -  
i n t e g r a t i n g  HATCHING EGG PRODUCERS IN L OUI S I A NA IS SHOWN AS 
f o l l o w s :
I n v i e w  of  t h e  f a c t  t h a t  a l l  s t o c k  p u t  o u t  f o r
BREEDING PURPOSES IS PURCHASED DI RECT FROM THE ORI GINAL  
BREEDER AND IS INTENDED SOLELY FOR THE PURPOSE OF RE­
PRODUCTION,  THE FLOCKOWNER AGREES! ( l )  To RAISE THE 
STOCK ON CLEAN PREMISES AND TO FOLLOW THE PROGRAM AND 
I NSTRUCTIONS L A I D  OUT BY THE HATCHERY,  ( 2 )  To SELL ALL 
H I S  EGGS TO THE HATCHERY AT CURRENT TERMS AND PRICES
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AND WILL NOT SELL EGGS ELSEWHERE WITHOUT THE WRITTEN  
PERMISSION OF THE HATCHERY,  ( 3 )  To PAY THE FEES CHARGED
b y  t h e  P o u l t r y  I m p r o v e m e n t  A s s o c i a t i o n  f o r  f l o c k o w n e r
FEE AND BANDS PLUS \ < j i  PER BIRD BLOODTESTING FEE |F  
BLOODTESTED BY A HATCHERY CREW. FLOCK MUST RATE AS
U . S .  A p p r o v e d - P u l l o r u m  C l e a n  b e f o r e  e g g s  c a n  b e  t a k e n ,
(fy) To PAY REGULAR CHARGES FOR VACCINATING I F  DONE BY 
HATCHERY AND ( 5 )  PRICES ON BREEDING STOCK WILL BE 
ADJUSTED ACCORDING TO GENERAL SUPPLY AND DEMAND CON­
DI T I O N S . 3 7
I n INTEGRATING I TS CHICK OUTPUT,  THE HATCHERY USES 
AT LEAST TWO METHODS: ( l )  FRANCHISED DEALERS,  INCLUDING
BOTH PROFIT AND NON-PROFI T  ENTERPRISES,  ARE LOCATED IN THE 
MAJOR BROILER AND EGG PRODUCING AREAS OF THE SOUTH.  SALES­
MEN FROM THE MAIN HATCHERY OFFICE WORK WITH THESE DEALERS 
IN INCREASING THEIR SALES AND IN CHECKING ON THE PROGRESS 
OF THE CHICKS THAT HAVE BEEN SOLD AND ( 2 )  D I RECT SALES TO 
GROWERS ARE MADE, I F  PRODUCERS F IND THEMSELVES OUTSIDE OF 
A DEALERS1 TERRI TORY.  THE FIRM OWNS NO BROILER GROWING 
F A C I L I T I E S .  I T ATTEMPTS TO NEGOTIATE AS MANY "STANDING  
CONTRACTS" WITH BROILER GROWERS AND FEED DEALERS AS POSSIBLE  
IN ORDER TO S T A B I L I Z E  OUTPUT AND PRI CES.  USUALLY,  THE 
FIRM IS THE LAST ONE TO REDUCE PRICES ON CHICKS W I T H I N  THE
L o u i s i a n a  c h i c k  m a r k e t ,  i n d i c a t i n g  t h a t  t h e  f i r m  i s  s e n s i t i v e
TO PRICE CHANGES ON ACCOUNT OF I TS EXTENSIVE CONTRACTS IN 
BOTH BUYING AND S E L L I NG.
C a s e  D
N on- INTEGRATED HATCHERY OPERATION  
No S P E C I F I C  CASE STUDIES ARE PRESENTED TO ILLUSTRATE  
N ON - I NT EGR A T I ON ,  BUT BRI EF MENTION WILL BE MADE OF TRADING
3 7 g u i d r y ,  W . ,  P r o g r a m  F o r  H a t c h i n g  Egg D e v e l o p m e n t .  
D e W i t t ' s  H a t c h e r y  C i r c u l a r ,  1954 .  P .  k. '
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ARRANGEMENTS WHICH CAN BE CHARACTERIZED AS NON-1 NTEGRATED.
|N ACQUIRING INPUTS SUCH AS HATCHING EGGS, A HATCHERY 
MAY OPERATE ON A CUSTOM BASIS WHERE THE EGGS ARE SET AND 
HATCHED FOR A CERTAIN FEE PER EGG SET OR CHICK HATCHED.  SUCH 
HATCHERIES ARE COMMON IN THE VOCATIONAL AGRICULTURE PROGRAM
of  t h e  S t a t e  of  L o u i s i a n a . T h i s  p r a c t i c e  of  s e t t i n g  e g g s
FOR FARMERS FOR A FEE IS RAPIDLY D I SA P PE A R I N G.  IT HAD A 
SOUND ECONOMIC BASIS FOR BOTH PRODUCER AND HATCHERYMAN BUT 
PROBLEMS SUCH AS DISEASE I NFESTATI ON AND THE L I KE  ARE FORCING 
I TS DI SCONTI NUANCE.  To  THE PRODUCER, IT  PRESENTS A MORE 
E F F I C I E N T  WAY OF HATCHING H I S  OWN FLOCK REPLACEMENTS INSTEAD  
OF SETTING EGGS UNDER HENS WHICH MAY RESULT IN LOWER HATCHA-  
B I L I T Y  AND REQUIRES CONSIDERABLE AT T E N T I ON .  To THE HATCHERY­
MAN, I T  MEANS DECREASING U N I T  COSTS BY U T I L I Z I N G  E X I S T I N G  
CAPACITY MORE FULLY.  HOWEVER, PULLORUM PROBLEMS DEVELOP 
SINCE CUSTOM HATCHED EGGS COME LARGELY FROM NON-TESTED  
FLOCKS AND,  THEREFORE,  OFTEN SPREAD THE DISEASE TO HEALTHY
c h i c k s . T he  Na t i o n a l  Po u l t r y  I m p r o v e m e n t  P l a n  h a s  b e e n
INSTRUMENTAL IN DISCOURAGING T H I S  PRACTI CE.  N O N- I NT EG R A T I VE  
OPERATIONS SUCH AS CUSTOM HATCHING ARE RAPIDLY LOSING GROUND 
TO OTHER MORE HIGHLY INTEGRATED OPERATIONS.
IT HAS BEEN SHOWN PREVIOUSLY THAT 13 OF THE 2 $  HATCH­
ERI ES OPERATING IN LOUI S I A NA DURING 1 9 5 ^  WERE NON- INTEGRATED  
RELATI VE TO THE SALE OF CHI CK S.  T H I S  I NDI CATES THE HIGHLY  
SEASONAL DEMAND WHICH E XI ST S  FOR DUAL-PURPOSE CHICKS AND 
REVEALS THE BUYING PRACTICES OF CHICK CUSTOMERS WHO SIMPLY
COME TO THE HATCHERY UNANNOUNCED. IN T H I S  WAY, HATCHERY 
OPERATORS MUST SET EGGS ON PURE SPECULATION SINCE L I T T L E  OR 
NO GUARANTEE IS GIVEN THAT IN THREE WEEKS THE RESULTING  
CHICKS CAN BE SOLD.  IF DEMAND FALLS SHORT OF THE HATCH,
THE OPERATOR MUST EITHER PUT THE CHICKS ON SALE,  GROW THEM 
OUT ON H I S  F A C I L I T I E S  OR DESTROY THEM. NADEN AND JACKSON
i n  a C a l i f o r n i a  s t u d y  s u b s t a n t i a t e  t h e s e  p o i n t s  a s  f o u n d  
i n  L o u i s i a n a  a n d  a s  m e n t i o n e d  h e r e . 3 ^
A p p r a i S A L
C h i c k  c o s t  i s  t h e  s e c o n d  m o s t  i m p o r t a n t  c o s t  i n
BROILER GROWING.  LOUI SI ANA FARMERS HAVE TO PATRONIZE  
OUT-OF-STATE HATCHERIES FOR AT LEAST 5 ^  PER CENT 0F THEIR  
DAY-OLD C HI CK S.  THERE IS NO EVIDENCE TO I NDICATE THAT
L o u i s i a n a  f a r m e r s  h a v e  to  p a y  mor e  f o r  b a b y  c h i c k s  t h a n  do
GROWERS IN OTHER STATES.  HOWEVER, THE QUALITY OF CHICKS  
OBTAINED MAY VARY.  |N PATRONIZING HATCHERIES,  EITHER IN
or o u t  o f  L o u i s i a n a ,  b r o i l e r  g r o w e r s  m a y  c h o o s e  t o : ( l )
Qu a s i - i n t e g r a t e  b y  a g r e e m e n t  w i t h  a h a t c h e r y  or a d e a l e r
FOR A REGULAR SUPPLY OF CHI CKS,  ( 2 )  Jo IN A COOPERATIVE  
ORGANIZATION WHICH HATCHES BABY CHI CKS,  ( 3 )  CONSTRUCT 
HATCHERY F A C I L I T I E S  ON H I S  OWN FARM AND HATCH HI S  OWN SUPPLY
o r ,  ( k )  P u r c h a s e  c h i c k s  on a n o n - i n t e g r a t e d  b a s i s .  The
AVERAGE BROILER GROWER SHOULD CONSIDER THE F I RSTf TWO RATHER
3 ^ N a d e n ,  K. D. and J a c k s o n ,  G. A . ,  J r . ,  P r i c e  ano P r o ­
d u c t i o n  P o l i c i e s  o f  H a t c h e r i e s . U .  o f  C a l i f . ,  M i m e o .  R e p t .  171 
S e p t e m b e r  1 9 5 4 .
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THAN THE LATTER TWO ALTERNATI VES.
Ha t c h e r y m e n  D ES I R I N G TO PRODUCE THEI R OWN HATCHING 
EGG SUPPLY EXCLUSIVELY MAY DO SO BUT ON A RATHER L I M I T E D  
SCALE.  I F  THEY WERE TO ATTEMPT LARGE-SCALE PRODUCTION ON 
THEI R OWN F A C I L I T I E S  AND IN ONE CONCENTRATED AREA,  D I S ­
ECONOMIES OF SCALE WOULD L I K E LY  OCCUR. HOWEVER, SUCH 
OPERATIONS CAN BE CAREFULLY CONTROLLED AND EGG QUALITY MAI N­
TAINED AT ALL T I M E S .  MOST HATCHERYMEN U T I L I Z E  Q U A S I - I N T E -  
GRATIVE ARRANGEMENTS WHERE THE I N D I V I D U A L  EGG PRODUCER IS 
CONTRACTED WITH FOR A GIVEN PERIOD AND PAID A CERTAIN PRICE
PER DOZEN.  T h i s  m e t h o d  p r o v i d e s  l e s s  r i s k  to  t h e  h a t c h e r y m a n  
AND YET ASSURES HIM OF A DEPENDABLE EGG SUPPLY.  HOWEVER,  
HATCHERYMEN MAY NOT HAVE THE DEGREE OF CONTROL OVER THESE 
OPERATIONS THAT THEY WOULD L I K E .  SOME HATCHING EGG PRO­
DUCERS i n  A r k a n s a s  a n d  e l s e w h e r e  h a v e  f u r t h e r e d  t h e i r  c o n t r o l
OVER EGG OUTPUT BY ERECTING HATCHERIES TO INCUBATE THEI R  
OWN EGGS, THEREBY,  RETAI NI NG ALL OR A PORTION OF THE HATCHERY 
PROFIT FOR THEMSELVES.  I N  SOME CASES T H I S  HAS WORKED WELL.
T h e  HATCHERY SEGMENT IS V I T A L  TO THE BROILER INDUSTRY  
IN RELATION TO THE EXPANSION OR CONTRACTION OF BROILER CHICK  
PLACEMENTS.  THE APPARENT OVER-SUPPLY OF CHICKS AT ONE TIME  
AND UNDER-SUPPLY AT ANOTHER TIME IS DUE TO THE D I F F I C U L T Y  
OF ADJUSTING OUTPUT OF HATCHING EGG FLOCKS TO THE DEMAND 
FOR BROILER MEAT.  ONCE A HATCHERY ESTABLISHES AN EGG PROGRAM,  
I T  F I NDS D I F F I C U L T Y  IN TRYING TO EQUATE T H I S  SUPPLY OF EGGS 
WITH I TS  ORDERS FOR C H I CK S.  | F  CHICK DEMAND DE C L I NE S ,  EGG 
FLOCKS CANNOT BE DISCONTINUED BECAUSE OF THE T IME REQUIRED
TO PRODUCE A FLOCK OF BREEDER HENS.  THEREFORE,  HATCHERIES  
MAY STIMULATE BROILER EXPANSION EVEN WHEN PRICES ARE DEPRESSED.
I n t e g r a t i o n  c a n  h e l p  h a t c h e r y m e n  e f f e c t  e c o n o m i e s  i n  o p e r a t i o n
TO THE EXTENT THAT I N S T A B I L I T Y  AND RISKS ARE LESSENED.
BROILER PROCESSING
T h e  i n p u t  p h a s e s  of  b r o i l e r  g r o w i n g  h a v e  b e e n  c o n ­
s i d e r e d  SUCH AS PROCURING CHICKS AMD FEED.  ANOTHER AND 
S I MI L AR L Y  S I G N I F I C A N T  PHASE CONCERNS THE SALE,  PROCESSING,
AND D I S T R I B U T I O N  OF BROI LERS.  THE KEY AGENCY IN D I SPOSI NG  
OF BROILER OUTPUT IS THE PROCESSING PLANT WHICH IS DEFINED  
AS A BUSINESS ESTABLISHMENT WHOSE MAIN UNDERTAKING IS 
DRESSING AND EVI SCERATI NG BROI LERS.  BY "DRESSING1’ BROILERS  
IS MEANT PLUCKING ONLY WITH VISCERA AND OTHER BODY PARTS 
R EMAI NI NG.  T H I S  TYPE OF PROCESSING IS COMMONLY REFERRED
t o  a s  " N ew Y ork  D r e s s e d " .  B y " e v i s c e r a t i o n " \ s  m e a n t  t h e
FURTHER REMOVAL OF V I SCERA ,  HEAD AND F EET .  " E V I S C E R A T I O N "
MORE PROPERLY DESCRIBES THE PROCESSING TECHNIQUES USED IN
L o u i s i a n a  a n d  i n  t h e  S o u t h  g e n e r a l l y . Pr o c e s s i n g  w i l l ,
THEREFORE,  INCLUDE BOTH THE DRESSING AND EVISCERATING OF 
BROI LERS.
I n t h e  p r o c e s s i n g  i n d u s t r y  t h e r e  h a s  e v o l v e d  a t  l e a s t
TWO LEVELS OF OPERATION,  V I Z :  COMMERCIAL AND HOME-TYPE PRO­
C ESSI NG.  F or our  p u r p o s e s ,  a " c o m m e r c i a l " p r o c e s s i n g  p l a n t  
IS ONE WHOSE TOTAL ANNUAL OUTPUT EXCEEDS 5 , 0 0 0  BROILERS WHILE  
A "HOME TYPE" PLANT IS ONE WHOSE ANNUAL OUTPUT IS LESS THAN
5 , 0 0 0  BROI LERS.  T h e  l a t t e r  t y p e  o f  u n i t s  a r e  n o t  c o n s i d e r e d  h e r e .
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T h e r e  a r e  55  c o m m e r c i a l  p o u l t r y  p r o c e s s i n g  p l a n t s  in  
L o u i s i a n a  ( A p p e n d i x  T a b l e  3 ) .  T w e n t y  o r  t h e  5 5  p l a n t s  a r e
LOCATED IN THE NEW ORLEANS AREA AND TEN ARE IN THE BATON
Rouge a r e a .  The  r e m a i n i n g  25 p l a n t s  a r e  l o c a t e d  n e a r  t h e
CONSUMING CENTERS OF SHREVEPORT,  MONROE, ALEXANDRIA,  LAKE
C h a r l e s  and L a f a y e t t e  ( F i g u r e  5 ) .  A f e w  m i l e s  a c r o s s  t h e  
S a b i n e  R i v e r  i n  E a s t  T e x a s  a r e  l o c a t e d  s i x  l a r g e  p r o c e s s i n g  
p l a n t s  t h a t  h a n d l e  a c o n s i d e r a b l e  p o r t i o n  o f  L o u i s i a n a ' s
BROILER OUTPUT.  ON THE OTHER HAND, THE PLANTS LOCATED IN
N ew Or l e a n s  o b t a i n  m u c h  of  t h e i r  l i v e  b r o i l e r  s u p p l i e s  f r o m  
M i s s i s s i p p i ,  A l a b a m a  a n d  o t h e r  s t a t e s . Re l a t i v e l y  f ew  
L o u i s i a n a  b r o i l e r s  a r e  s o l d  i n  N ew Or l e a n s .
O f  t h e s e  5 5  e v i s c e r a t i n g  p l a n t s ,  s i x t e e n  p r o c e s s  f r o m
5 . 0 0 0  TO 5 0 , 0 0 0  BROILERS ANNUALLY; 21 PROCESS FROM 5 0 , 0 0 0  TO
1 0 0 . 0 0 0  b r o i l e r s ; n i n e  p l a n t s  e v i s c e r a t e  f r o m  1 0 0 , 0 0 0  t o
250.000  BIRDS AND THE REMAINING NINE HANDLE OVER 250,000 
b i r o s  a n n u a l l y  ( T a b l e  9 ) *  T h e s e  r e s p e c t i v e  s i z e  g r o u p s  a r e  
l a b e l e d  as  G r o u p s  I ,  I I ,  I I I  and IV . T h e i r  t o t a l  a n n u a l
OUTPUT IS ESTIMATED AT 6, 2 9 0 , 0 0 0  BIRDS OR AN AVERAGE OUTPUT 
OF 1 1 ^ , 3 6 4  BIRDS PER PLANT PER YEAR.  ABOUT TWO-THIRDS OF 
THE PLANTS PROCESS ONLY ONE- THI RD OF THE POULTRY ON AN ANNUAL
b a s i s . A s s u m i n g  t h a t  a l l  t h e i r  o u t p u t  w e r e  b r o i l e r s  a n d  a l l
T HEI R SUPPLI ES WERE PRODUCED IN L O U I S I A N A ,  THESE 5 5  PLANTS 
COULD HAVE PROCESSED ^ 5  PER CENT 0F THE LOUI S I A NA BROILERS
g r own  i n  1 9 5 3 •  H o w e v e r ,  o f  t h e  e s t i m a t e d  6 , 2 9 0 , 0 0 0  b i r d -
UNI TS PROCESSED ANNUALLY ONLY: TWO-THIRDS OF T H I S  OUTPUT OR 
FOUR M I L L I O N  ARE BROI LERS.  THE BALANCE,  OR MORE THAN TWO
Pr o c e s s i n g  Pl a n t
cq,








T a b l e  9.  P o u l t r y  P r o c e s s i n g  P l a n t s  and E s t i m a t e d  A n n u a l  
O u t p u t ,  5 5  U n i t s ,  L o u i s i a n a ,  1 9 5 3 *
S i  z e
G r o u p
of
P l a n t s
N o .
OF
P l a n t s
E s t .
A n n u a l
Ou t p u t
A v .
Ou t p u t
pe r
P l a n t
Pe r c e n t
of
T o t a l
Ou t p u t
Pe r c e n t
of
A l l
Pl a n t s
N u m b e r  of B i r d s
I 16 M o ,  OOO 27,500 7 3 0
11 21 1, 575,000 75,000 25 3 8
11 1 9 1, 575,000 175,000 25 16
IV 9 2, 700,000 300,000 > 3 16
T o t a l 55 6, 290,000 i M ,3 6 k 100 100
m i l l  i o n , CONSISTS OF HEAVY AND LI GHT HENS ,  ROOSTERS, TURKEYS,
DUCKS AND GEESE.
Mo s t  of  t h e COMMERC1AL PROCESS 1NG PLANTS IN LOU 1SI  ANA
ARE SMALL WHEN COMPARED WITH PLANTS IN ARKANSAS,  GEORGIA AND
o t h e r  S t a t e s . On l y  n i n e  of  t h e  5 5  p l a n t s  c o u l d  be  c l a s s i f i e d
SERIOUSLY AS COMMERCIAL DRESSING PLANTS.  OF THESE NI NE PLANTS,  
ONLY FOUR ARE LOCATED IN THE COMMERCIAL BROILER GROWING AREAS
o f  L o u i s i a n a .  A l t h o u g h  t h e i r  p r o c e s s i n g  c a p a c i t y  i s  s u b ­
s t a n t i a l ,  THE OUTLETS FOR THEIR DRESSED BROILER OUTPUT ARE 
SMALL STORES AND EATING ESTABLISHMENTS WHICH DO NOT PERMIT  
VERY EXTENSIVE DRESSING OPERATIONS.  CONSEQUENTLY,  MOST 
COMMERCIALLY GROWN BROILERS IN LOUI S I A NA ARE PROCESSED IN
E a s t  T e x a s  w h e r e  p r o c e s s i n g  c a p a c i t y  i s  a m p l e  a n d  w h e r e  m a r k e t
OUTLETS IN THE SOUTHWEST AND P A C I F I C  COAST STATES CAN BE TAPPED.
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The a v e r a g e  L o u i s i a n a  p r o c e s s o r  d r e s s e s  2 , 0 0 0  b i r d s
PER WEEK WHICH I S  ONLY TWO-THIRDS OF A COMMERCIAL LOT OF
b r o i l e r s . G r o w e r s ,  b e i n g  u n a b l e  t o  s e l l  s u c h  s m a l l  n u m b e r s ,
AND THE PROCESSOR, BEING UNABLE TO BUY A WHOLE HOUSE AT ONCE,  
CANNOT INTEGRATE AT T H I S  LEVEL OF OPERATION.  THEREFORE,  AN 
EXAMINATION OF INTEGRATION PATTERNS THAT ARE USED IS IN ORDER.
INTEGRATION PATTERNS
I n ACQUIRING INPUTS OF L I V E  POULTRY,  P R I NCI PAL L Y  
BROILERS,  PROCESSING PLANTS MAY: ( l )  PRODUCE THEI R OWN
BROILERS OR, COMPLETE INTEGRATION THROUGH A PROF I T - E N T I T Y J
( 2) In  c a s e  o f  a c o o p e r a t i v e  p r o c e s s i n g  u n i t ,  b r o i l e r s  may
BE OBTAINED FROM THE GROWERS WHO ORGANIZED AND CONTROL THE 
PLANT OR, COMPLETE INTEGRATION THROUGH A NON-PROFI T  E N T I T Y ;
( 3 )  Ob t a i n  b r o i l e r s  on c o n t r a c t  f r o m  f e e d  d e a l e r s  a n d
GROWERS OR QUASI - I NTEGRATI  ON AND ( 4 )  PROCURE BROILERS ON 
THE OPEN-MARKET AND FROM VARIED SOURCES OR, NON-1NTEGRATI  ON.
O f t h e  5 5  p l a n t s  o p e r a t i n g  i n  L o u i s i a n a  d u r i n g  1 9 5 3 *  THE
EQUIVALENT OF SEVEN PLANTS WERE PRODUCING THEI R OWN BROILER 
INPUTS;  TWENTY-FOUR WERE QUASI - I NTEGRATED AND TWENTY-FOUR 
WERE NON- I NTEGRATED.  THERE WERE NO COOPERATIVE PROCESSING
p l a n t s  ( T a b l e  1 0 ) .
T h e s e  r e s p e c t i v e  i n t e g r a t i o n  p a t t e r n s  i n  r e g a r d s  t o
POULTRY INPUTS WERE DUE MOSTLY TO THE SMALL SCALE OF PRO­
CESSING OPERATIONS IN L O U I S I A N A .  MANY PROCESSORS CANNOT 
AFFORD TO CONTRACT FOR A FULL 3 > 0 ° ° “ HOUSE 0F BROILERS;  
CONSEQUENTLY,  PURCHASE P O L I C IE S  VARY AS EACH PLANT ATTEMPTS
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T a b l e  1 0 .  V e r t i c a l  I n t e g r a t i o n  S t a t u s  of  L o u i s i a n a  Pr o c e s s i n g  
P l a n t s ,  I n p u t - O u t p u t  Op e r a t i o n s ,  1 9 5 3 -JL/
I NTEGRATION T y p e
S i z e  Gr o u p  
o f  P l a n t s T o t a l
N o n -
I NTEGRATED
Qu a s i -  
I n t e g r a t e d
C o m p l e t e l y
I NTEGRATED*
N u m b e r of  Pl a n t s
G r o u p  1
I n p u t 16 6 7 3
Ou t p u t 16 1 4 11
Gr o u p  11
I n p u t 21 11 8 2
Ou t p u t 21 0 8 13
Gr o u p  1 11
I n p u t 9 3 k 2
Ou t p u t 9 0 k 5
Gr o u p  IV
I n p u t 9 k 5 0
Ou t p u t 9 1 5 3
A l l  L a .  P l a n t s
I n p u t 55 2 k 2 k 7
Ou t p u t 5 5 2 21 3 2
* N o  c o o p e r a t i v e  p r o c e s s i n g  p l a n t s  i n  L o u i s i a n a .
T he  s i x  l a r g e  p r o c e s s i n g  p l a n t s  i n  E a s t  T e x a s  h a n d l i n g  
L o u i s i a n a  b r o i l e r s  w e r e  q u a s i - i n t e g r a t e d  b o t h  i n  o b t a i n i n g
L I V E  B R O I L E R S  AS I N P U T S  AND I N  S E L L I N G  P ROCE SSED B R O I L E R S  
AS O U T P U T .
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TO PROCURE I TS  SHALL S U P P L I E S .  I T I NERANT TRUCKERS,  O N- T HE-  
SPOT PURCHASES,  AND OTHER NON-CONTRACTUAL DEVICES ARE MOST 
OFTEN USED.  AS THE PLANTS GROW LARGER, HOWEVER, THE NON­
INTEGRATION PATTERN BLENDS INTO QUASI - INTEGRAT I ON. FOR 
EXAMPLE,  THE S I X  LARGE EAST TEXAS PLANTS ARE Q U A S I - I N T E ­
GRATED IN THEI R PURCHASE OF L I VE  BROILERS BECAUSE THEIR  
SALES OPERATIONS REQUIRE A HIGH DEGREE OF S T A B I L I T Y  OF 
SUPPLY.
Pr o c e s s o r s  m a y  u t i l i z e  a t  l e a s t  two d i f f e r e n t
METHODS IN PRODUCING THEIR OWN SUPPLY:  ( l )  THEY MAY GROW
BROILERS ON THEIR F A C I L I T I E S  AND UNDER THEIR DIRECT MANAGE­
MENT AND CONTROL.  THE SEVEN L O UI S I A NA PROCESSORS PREVIOUSLY  
CI TED FOLLOW THI S  METHOD, AND ( 2 )  PROCESSORS MAY HIRE GROWERS 
TO RAISE BROILERS FOR A CERTAIN SALARY PER WEEK; A CERTAIN  
PAYMENT PER POUND PRODUCED OR A CERTAIN FEE PER BIRD R A I S E D.
T h i s  t y p e  o f  p r o c e s s o r - g r o w e r  c o n t r a c t  i s  m o r e  c o m m o n  i n
THE LARGER BROILER GROWING AREAS SUCH AS IN GEORGIA,  ALABAMA,
T e x a s  a n d  M i s s i s s i p p i . Pr o c e s s o r s ,  who  h i r e  g r o w e r s ,  t r y
TO PRODUCE AND PROCESS BROILERS AS CHEAPLY AS POSSI BLE .  I f 
THEY ARE TO REALIZE A PROFIT FROM THE PROCESSING OPERATION,
THE PLANT MUST BE OPERATED AT CAPAC I TY .  THE PROCESSORS ARE 
FREQUENTLY W I LL I NG  TO ABSORB A LOSS ON THE GROWING OPERATION
IN ORDER TO INSURE AN ADEQUATE SUPPLY OF BROI LERS.  T H I S  MAY
I
BE AN UNECONOMIC S I T U A T I ON  SINCE I T  MAY KEEP MANY I N E F F I C I E N T  
GROWERS IN BUSI NESS.  | F  A PROCESSOR DOES NOT RENEW A GROWER’ S 
CONTRACT BECAUSE OF HIGH COSTS AND POOR MANAGEMENT, THE 
GROWER CAN USUALLY OBTAIN A NEW CONTRACT FROM ANOTHER
PROCESSOR W I T H I N  A SHORT T I M E .  THERE I S SOME I N D I C A T I O N ,  
HOWEVER,  THAT UNFAVORABLE MARKET PRI CES HAVE MADE T H I S  PRAC­
T I C E  D I F F I C U L T  AND SOME H I G H - C O S T  CROWERS HAVE BEEN E L I M I N A T E D .
I n  d i s p o s i n g  o f  t h e i r  o u t p u t ,  or  d r e s s e d  and e v i s ­
c e r a t e d  B R O I L E R S ,  PLANTS MAY U T I L I Z E  THESE I N T E G R A T I ON  PATTERNS
( 1) T h e y  may s e l l  t h e i r  o u t p u t  d i r e c t  t o  c o n s u m e r s  t h r o u g h
THEIR OWN RETAI L  UNI TS  OR, COMPLETE I NTEGRATI ON,  ( 2 )  THEY  
MAY SELL PROCESSED BROILERS TO STORES,  CAFES AND OTHER OUT­
LETS ON CONTRACT OR, QUASI - I NTEGRATI  ON AND ( 3 )  THEY MAY 
ELECT TO SELL BROILERS ON THE OPEN-MARKET WITHOUT ANY PRIOR 
AGREEMENT OR, NON- I NTEGRATI  ON. IN LOUI S I A NA DURING 1953#
TWO OF THE 55  PROCESSORS WERE NON-1 NTEGRATED; 21 WERE Q U A S I -  
INTEGRATED AND THE BALANCE OR 3 2 WERE COMPLETELY INTEGRATED 
OR SELLING DIRECT TO CONSUMERS. (TABLE 1 0 ) .  On THE OTHER 
HAND, THE S I X  LARGE EAST TEXAS PLANTS WERE ALL Q U A S I - I N T E ­
GRATED AND NEITHER OWNED RETAI L  F A C I L I T I E S  NOR SOLD DIRECT  
TO CONSUMERS.
Co m p l e t e  i n t e g r a t i o n  i n  d i s p o s a l  of  o u t p u t  i s  m or e  
c h a r a c t e r i s t i c  of  s m a l l  p r o c e s s i n g  o p e r a t i o n s  w h i l e  q u a s i ­
i n t e g r a t i o n  T Y P I F I E S  LARGER PLANTS THAT OPERATE ON A F I XED  
SCHEDULE RELATI VE TO PURCHASE AND SALE OF BROI LERS.  MOST 
OF THE BUSINESS DONE BY LARGE PLANTS IS BASED ON EVI SCERATED,  
ICE-PACKED BROILERS THAT MOVE ON CONTRACT RATHER QUICKLY INTO 
MARKET CHANNELS.  PROCESSORS THAT ARE COMPLETELY INTEGRATED 
FACE LESS I N F L E X I B I L I T Y  BECAUSE THEY SELL THROUGH THEI R OWN 
F A C I L I T I E S  AND DO NOT HAVE CONTRACTUAL O B LI G A T I ON S.  A SPECIAL  
CASE OF COMPLETE INTEGRATION MUST BE RECOGNIZED.  NOT ALL THE
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" o u t p u t " o f  an  i n t e g r a t e d  c o n c e r n  n e c e s s a r i l y  g o e s  t h r o u g h
I TS OWN RETAIL OUTLETS SINCE A PORTION MAY BE SOLD THROUGH 
OTHER INTEGRATIVE OUTLETS.  USUALLY A FIRM MAY EMPLOY SEVERAL 
CHANNELS FOR INPUT A C Q U I S I T I O N  AND OUTPUT DI SPOSAL,  SOME OF 
WHICH MAY INVOLVE F A C I L I T I E S  OWNED BY THE F I RM;  F A C I L I T I E S  
THAT ARE CONTRACTED FOR AND OTHERS MAY USE OUTLETS ON A 
NON-CONTRACTUAL B A S I S .
B r i e f  c a s e  s t u d i e s  o f  f i r m s  a r e  p r e s e n t e d  w h i c h
ILLUSTRATE THE TYPE OF INTEGRATION PATTERN USED BY PROCESSORS 
IN OBTAINING THEIR INPUTS OF L I VE  BROILERS AND IN D I SPOSI NG  
OF THEI R OUTPUT OF PROCESSED BROILERS.
C a s e  A
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  a Pr o f i t - E n t i t y
T h e  f i r m  s t u d i e d  h e r e  r e p r e s e n t s  a c o m b i n a t i o n  b r o i l e r  
g r o w i n g  a n d  p r o c e s s i n g  o p e r a t i o n  l o c a t e d  o u t s i d e  of  N ew Or l e a n s
AND CATERING TO SUBURBAN AND TOURIST C L I E N T E L E .  BUSINESS  
OPERATIONS BEGAN AR.OUND 1 9**0 AND EXPANDED DURING WORLD WAR I I  
WHEN "RED MEAT" SUPPLI ES WERE SCARCE AND BROILER PRICES WERE
h i g h . A f t e r  t h e  w a r ,  c o n s u m e r  s a t i s f a c t i o n  w i t h  t h e  p r o d u c t
AND SERVICES RENDERED BY T H I S  FIRM ENABLED I T  TO SUSTAIN  
OPERATIONS AT A HIGH LEVEL .  DURING 1 9 5 3 *  ABOUT * * 5 , 0 0 0  
BROILERS WERE GROWN AND PROCESSED ON THE FARM ALTHOUGH SOME 
BIRDS WERE SOLD ALI VE DIRECT TO CUSTOMERS.
I n a c q u i r i n g  b r o i l e r s  f o r  p r o c e s s i n g ,  t h e  OPERATOR 
ATTEMPTS A YEAR-ROUND PROGRAM OF BROILER GROWING.  ABOUT 
1 , 2 5 0  BROILER CHICKS ARE STARTED EVERY WEEK IN L .  S .  U.  TYPE
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CHICK BROODERS SO THAT THE NUMBER OF BIRDS PER LOT DOES NOT
e x c e e d  250. C h i c k s  a r e  k e p t  i n  t h e s e  b r o o d e r s  u n t i l  t h e y
ARE ABOUT S I X  WEEKS OF AGE AND THEN ARE TRANSFERRED TO 
GROWING PENS WHERE THEY ARE PROVIDED MORE SPACE AND KEPT 
U N T I L  SLAUGHTER.  IN T H I S  MANNER, BROILERS ARE AVAILABLE  
FOR SALE EVERY WEEK OF THE YEAR AND IN APPROXIMATELY THE 
SAME QUANTITY WHICH PROVIDES FOR A STABLE PROCESSING AND 
SALE OPERATION.  THE USE OF THE BROODER SYSTEM MAY INCREASE 
GROWING COSTS BUT THE OPERATOR CLAIMS THAT THE UNI FORMITY  
AND REGULARITY OF THE OPERATION IS OF MORE IMPORTANCE SINCE  
PRICES RECEIVED FOR BROILERS ARE ALWAYS GOOD. FEED,  CHICKS  
AND SUPPLI ES ARE OBTAINED THROUGH QUASI -  INTEGRATI  ON WITH A 
FEED DEALER AND A HATCHERY ALTHOUGH THE OPERATOR FINANCES  
HI S  OWN OPERATION.
E v e r y  w e e k ,  u s u a l l y  on S a t u r d a y s ,  b r o i l e r s  a r e  p r o ­
c e s s e d  AND E ITHER SOLD FRE S H- K I LL E D TO CUSTOMERS OR FROZEN 
FOR LATER SALE.  SOME BROILERS ARE SOLD A L I VE  DIRECT TO CUS­
TOMERS OR SOLD ALI VE AND THEN CUSTOM DRESSED FOR TEN CENTS
PER HEAD.  On l y  a s m a l l  p o r t i o n  of  t h e  d r e s s e d  b r o i l e r s  a r e
SOLD TO STORES AND CAFES.  CONSEQUENTLY,  PRICES RECEIVED PER 
POUND, IN L I V E  WEIGHT EQUI VALENT,  AVERAGE AROUND 10  CENTS 
OVER CURRENT MARKET QUOTATIONS.  ON A THREE-POUND B I R D ,  THE 
OPERATOR RECEIVES ABOUT 3 °  CENTS MORE THAN I F  HE HAD SOLD 
ON THE L I V E  WHOLESALE MARKET.  FROM T H I S  GRQSS MARGIN,  HOW­
EVER,  MUST BE SUBTRACTED HIGHER GROWING COSTS AND THE COSTS 
OF PROCESSING AND S E L L I N G .  NEVERTHELESS,  THE NET RETURN 
PER BIRD IN T H I S  OPERATION IS PROBABLY HIGHER THAN FOR COM­
PARABLE NON-PROCESSING ENTERPRI SES.
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C a s e  B
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  No n - P r o f i t  E n t i t i e s
The  c a s e  f i r m  c h o se n  h e r e  i s  p a r t  o f  a s t a t e  f a r m e r s 1 
o r g a n i z a t i o n  m e n t i o n e d  p r e v i o u s l y  u n d e r  c o o p e r a t i v e  c h i c k
HATCHERIES.  THE STATE ASSOCIATION SPONSORED THE DEVELOPMENT 
OF THE COOPERATIVE PROCESSING PLANT SO THAT BROILER GROWER-  
MEMBERS OF THE ASSOCIATION COULD BE ASSURED OF A STEADY AND 
DEPENDABLE MARKET FOR THEIR L I VE  BROI LERS.  ALTHOUGH A 
NUMBER OF P R O F I T - T Y PE  PROCESSING UNI TS WERE LOCATED IN T H I S  
BROILER AREA,  THEY FAILED TO ADEQUATELY SERVE THE BROILER  
COOPERATIVES WHICH WERE USING COOPERATIVE FEED AND COOPERA­
TI VE  f i n a n c i n g .  T h e s e  p r o f i t - t y p e  p r o c e s s i n g  e n t e r p r i s e s
D I S C R I MI NA T E D  AGAINST BROILER GROWERS WHO WERE PATRONIZING  
NON-PROFI T  BUSI NESSES.
T h e  COOPERATIVE PROCESSING PLANT WAS ORGANIZED IN 
1 9 ^ 6  AND COST AROUND $ 3 0 0 , 0 0 0  OF WHICH $ 1 5 0 , 0 0 0  WAS RAISED  
BY THE BROILER GROWERS AND $ 1 5 0 , 0 0 0  BORROWED FROM THE BANK 
FOR COOPERATIVES.  GROWERS PURCHASED STOCK ON THE BASIS OF 
THEIR BROILER-PRODUCING CAPACITY OF $ 7 5  PER 1 , 0 0 0 - B I R D S .
T h e r e  w e r e  a p p r o x i m a t e l y  190 g r o w e r s  who s u b s c r i b e d  and
PAID FOR STOCK IN THE COOPERATIVE.  EACH MEMBER AGREED, IN 
W R I T I N G ,  TO STAND BY H I S  FELLOW PRODUCER AND TO SEE THE 
ASSOCIATI ON THROUGH ITS I N I T I A L  TWO YEARS OF OPERATION.
E a c h  p r o m i s e d  t o  m a r k e t  a l l  h i s  p o u l t r y  t h r o u g h  t h e  a s s o c i a ­
t i o n . T h e  p l a n t  i s  m o d e r n  i n  e v e r y  r e s p e c t  f r o m  t h e  s p a c i o u s
FEEDING ROOM TO THE LATEST DRESSING EQUIPMENT,  ICE- MAKING
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MACHINES,  COLD STORAGE AND SHARP-FREEZE ROOMS, FCATHER-DRYER,  
RENDERING EQUIPMENT FOR SALVAGING INEDI BLE PARTS,  AND E V I S ­
CERATING ROOM AND EQUIPMENT.
T he  p l a n t  h a s  a p r o c e s s i n g  c a p a c i t y  of  1 0 , 0 0 0  b i r d s
PER DAY OR 5 0 , 0 0 0  BROILERS PER ^0-HOUR WEEK. T H I S  NORMALLY
REQUIRES ABOUT 10 LOTS OF BROILERS OF 5 , 0 0 0  EACH.  I n A
TWELVE WEEK PERIOD,  ALMOST ALL THE MEMBERS OF THE COOPERATIVE  
ARE GIVEN THE OPPORTUNITY TO MARKET THEIR LOTS OF BROI LERS.
T h e  p l a n t  a t t e m p t s  t o  o p e r a t e  on a f i x e d  s c h e d u l e  w h e r e  e a c h
MEMBER KNOWS THE APPROXIMATE TIME AT WHICH HI S  BIRDS WILL  
BE MARKETED.  |F  D E S I RED ,  BIRDS ARE P ICKED- UP AT THE GROWERS'  
PLACE BY TRUCKS OWNED AND OPERATED BY THE COOPERATIVE.
I n d i s p o s i n g  o f  t h e  b r o i l e r  o u t p u t ,  t h e  c o o p e r a t i v e  
m a y : ( 1 )  E l e c t  t o  h a u l  t h e  l i v e  p o u l t r y  to  t e r m i n a l  m a r k e t s
INSTEAD OF PROCESSING THE B I R D S .  T H I S  IS DONE WHEN L I VE  
BROILER PRICES RI SE SUDDENLY,  ( 2 )  PROCESS AND SELL BROILERS  
UNDER USDA STANDARDS IN F RESH- K I LL ED FORM TO STORES AND 
OTHER OUTLETS,  AND ( 3 )  PROCESS AND FREEZE BROILERS FOR SALE 
AT MORE OPPORTUNE T I M E S .  THE PLANT MAY, THEREFORE,  SELL 
BROILERS A L I V E ,  NEW YORK DRESSED,  EVI SCERATED,  I CE- PACKED,  
FROZEN,  WHOLE, C U T - U P ,  BRANDED OR UNBRANDED. IT  IS SET UP 
TO SALVAGE THE FEATHERS AND OFFAL AND TO ADD TO THE MEMBERS'  
INCOME BY SELLING BY-PRODUCTS MADE FROM THESE.
Pr o f i t  m a r g i n s  on p r o c e s s i n g  a n d  m a r k e t i n g  a r e  m or e
DEPENDABLE THAN "GROWING" MARGINS.  PRODUCERS WANTED GOOD 
MARKET OUTLETS AT ALL T I M E S ,  HONEST WEIGHTS,  AND PAYMENT 
ST RI CT L Y  ACCORDING TO Q U A L I T Y .  FURTHERMORE,  THEY REALIZED
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THAT THE BEST WAY TO M AI NT AI N OR DEVELOP A BETTER REPUTATION  
FOR THEI R PRODUCT V/ AS TO PROCESS, PACK, SELL AND MERCHANDISE 
I T  THEMSELVES.
Ca se  C
Q u a s i - I n t e g r a t i o n  i n  P r o c e s s i n g  
T h e  " B i g  F o u r " p a c k e r s  h a v e  l o n g  b e e n  a s i g n i f i c a n t
FACTOR IN THE MEAT PROCESSING INDUSTRY.  |N RECENT YEARS,
THEY HAVE ALSO BECOME IMPORTANT IN BROILER PROCESSING SINCE  
THEI R SALESMEN CAN AS READILY PLACE ORDERS FOR CHICKEN AS 
THEY CAN FOR BEEF.  THE INTEGRATION PATTERNS WHICH THE "BI G
F o u r " h a v e  d e v e l o p e d  i n  p r o c u r i n g  b r o i l e r s  a r e  n o t  u n i f o r m .
F o r  e x a m p l e ,  A r m o u r  h a s  v e r t i c a l l y  i n t e g r a t e d  i n  t h e  E a s t
BY EST ABLI SHI NG I TS  OWN BROILER GROWING OPERATIONS IN CON­
JUNCTION WITH I TS PROCESSING F A C I L I T I E S .  IN OTHER REGIONS,
h o w e v e r ,  A r m o u r  h a s  c o n t r a c t s  f o r  b r o i l e r s  p r o d u c e d  b y  c o ­
o p e r a t i v e s  s u c h  a s  i n  S o u t h w e s t  M i s s o u r i .  W i l s o n  a n d  C u d a h y
HAVE L I KE WI SE  DEPENDED MORE ON QU.ASI AND NON-1NTEGRATI  ON 
THAN ON PRODUCING THEI R OWN. A FEW YEARS AGO, SWIFT ABANDONED 
I TS ATTEMPTS TO PRODUCE BROILERS AND NOW HAVE REVERTED TO 
Q U A S I - I N T E G R A T I O N .
T he  INTEGRATED BRANCH PLANT DISCUSSED HERE IS CON­
TROLLED BY ONE OF THE " BI G FOUR" PACKERS AND I S  LOCATED IN
M i s s i s s i p p i .  O r i g i n a l l y ,  t h e  p l a n t  w a s  b u i l t  b y  t h e  S t a t e  
o f  M i s s i s s i p p i  u n d e r  i t s  p u b l i c  i n d u s t r y  s t a t u t e s  a n d  l a t e r
LEASED TO ONE OF THE "Bl G FOUR" .  THEREFORE,  AFTER A CERTAIN  
PERIOD THE LEASE COULD CONCEIVABLY BE TERMINATED AND GI VEN
TO ANOTHER F I R M .  T h IS HAS BEEN A FACTOR IN THE PLANT' S  POLICY  
OF BUYING MOSTLY M I S S I S S I P P I  PRODUCED BROI LERS.
|N ACQUIRING L I V E  BROILER S U P P L I E S ,  THE PLANT ENTERS 
INTO FORMAL AND INFORMAL AGREEMENTS WITH FEED DEALERS AND
g r o w e r s  i n  M i s s i s s i p p i ,  A l a b a m a  a n d  L o u i s i a n a .  N o p r i c e
GUARANTEES ARE GIVEN BUT ONLY AN UNDERSTANDING THAT BIRDS  
WILL BE MARKETED W I T H I N , A  S P E C I F I E D  PERIOD AND THAT THEY 
WILL BE PAID FOR AT CURRENT MARKET QUOTATIONS.  ALSO,  THE 
PLANT FOLLOWS A BROILER GRADING SYSTEM USING NUMBERS 1 ,  2 
AND 3  TO DESIGNATE BIRDS OF CERTAIN FAT,  FLESH AND FEATHER­
ING CHARACTERI ST I CS .  B/ RDS GRADING EITHER NUMBER 2 OR 3  ARE 
DOCKED IN P R I C E ,  THE AMOUNT DEPENDING ON THE VOLUME OF BROILER
s u p p l i e s .  Wh e n  b i r d s  a r e  s c a r c e ,  t h e r e  i s  a l m o s t  n o  d o c k i n g ,
BUT WHEN SUPPLI ES ARE AMPLE THE NO.  3 BIRDS MAY BRING 10  
CENTS PER POUND LESS THAN N o . 1 BROI LERS.
A b o u t  1 0 0 , 0 0 0  b r o i l e r s  a r e  n o r m a l l y  n e e d e d  p e r  w e e k  
OR THE EQUIVALENT OF 2 0  LOTS OF 5 , 0 0 0  EACH.  T H I S  VOLUME OF 
OPERATION,  THEREFORE,  REQUIRES CONSIDERABLE COORDINATION SO 
THAT MARKET OUTLETS CAN BE ADEQUATELY AND UNIFORMLY S UP P L I E D .  
IF MARKETS WERE DEVELOPED FURTHER,  THE PLANT COULD PROCESS
1 5 0 , 0 0 0  PER WEEK. OF COURSE,  I F  CONTRACTED SUPPLI ES ARE 
INADEQUATE TO MEET THE MARKET DEMAND, THE PLANT IS FORCED 
TO ENTER THE OPEN-MARKET AND BID ON SUPPLI ES FROM VARIOUS  
AREAS.  |N SUCH CASES,  THE FIRM CANNOT MA I NT A I N  I TS  GRADE 
BUYING SINCE SUPPLI ES COULD NOT BE READILY OBTAINED.
IN DI SPOSI NG OF PROCESSED BROI LERS,  THE PLANT HAS 
L I T T L E  D I F F I C U L T Y  SINCE I T  IS QUASI - 1NTEGRATED WITH A FOOD
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CHAIN OPERATING STORES IN ALABAMA,  M I S S I S S I P P I ,  LOUI S I A NA AND 
OTHER AREAS.  THE PLANT PACKS THREE GRADES OF DRESSED-BROILERS  
TO CORRESPOND WITH THE THREE L I V E  BROILER GRADES.  IT MAY 
PACK ONLY THE No. 1 BIRDS UNDER ITS BRAND NAME AND PERMIT  
THE 2 ’ S AND 3 1S TO BE SOLD UNBRANDED AND UN D I FF ER E NT I AT ED .
A l l  THE OUTPUT IS SOLD ICE-PACKED SINCE THERE ARE NO FREEZ­
ING f a c i l i t i e s . D i s p o s a l  of  b y - p r o d u c t s  p o s e s  a m or e
D I F F I C U L T  PROBLEM. |N FACT,  NO INCOME IS OBTAINED FROM ANY 
OF THE PROCESSING WASTES SINCE THE VOLUME OF BY-PRODUCTS  
IN THAT AREA IS S T I L L  I N S U F F I C I E N T  TO PROVIDE ECONOMICAL 
CONVERSI  ON.
C a s e  D 
N o n - I n t e g r a t i ON
I n a c q u i r i n g  i n p u t s  of  l i v e  b r o i l e r s ,  p r o c e s s o r s  m a y
U T I L I Z E  A NON- INTEGRATED PATTERN.  IN FACT,  TWENTY-FOUR OF
t h e  55  L o u i s i a n a  p r o c e s s o r s  b o u g h t  b r o i l e r s  on a n o n - i n t e -
GRATED B A S I S .  SOME OF THE BUYING PRACTICES THAT CONFORM 
TO A NON- INTEGRATED PATTERN ARE: ( l )  I T I NERANT TRUCKERS
MAY CONTACT SMALL PROCESSORS AND EFFECT SALES OF BROILERS;
HENS OR ROOSTERS,  ( 2 )  OPEN MARKET OPERATIONS WHERE THE PRO­
CESSOR CONTACTS DEALERS AND GROWERS A FEW DAYS AHEA*b OF
p r o c e s s i n g ,  ( 3 )  Wh e r e  b i d d i n g  on c e r t a i n  l o t s  i s  d o n e  s u c h  
a s  i n  D e l - M a r - V a a n d  i n  I n d i a n a  a n d  ( ^ )  Op e r a t i n g  a l i v e  
p o u l t r y  r o u t e ( s ) w h e r e  s u p p l i e s  of  b r o i l e r s  a n d  o l d e r  s t o c k
ARE OBTAINED.
I n t h e  s a l e  of  p r o c e s s e d  b r o i l e r s ,  p l a n t s  m a y  u s e
NON- INTEGRATED PATTERNS IN THE FOLLOWING WAYS: ( l )  WHERE
THE PROCESSOR TRUCKS DRESSED BROILERS TO A CERTAIN AREA AND 
PROCEEDS TO CONTACT VARIOUS RETAI L  OUTLETS,  ( 2 )  SEVERAL  
BUYERS MAY SUBMIT BIDS FOR A PROCESSOR'S OUTPUT WITH THE 
SALE BEING MADE TO THE HIGHEST B I DDER.  T H I S  IS A VAL I D  
CASE OF N O N -1NTEGRATI  ON FOR THREE REASONS: ( A ) No BUYER
PREFERENCES E X I S T  ON THE PART OF THE PROCESSOR, ( b )  COMPE­
T I T I O N  IS ON PRICE RATHER THAN ON PRODUCT OR SERVICE DI FFEREN  
T I A T I O N  AND ( c )  THE PROCESSOR HAS NO OWNERSHIP OF OR CONTROL 
OF ANY OF THE BUYERS NOR DOES HE HAVE TO SELL TO BUYERS 
SUBMI TT I NG B I D S ,  ( 3 )  WHERE PROCESSORS SELL BROILERS TO CAFES 
AND STORES ON CALLS FROM THESE OUTLETS AND WITH NO PRIOR 
AGREEMENTS AS TO QUANTITY TO BE TAKEN OR PRICES P A I D .  A 
GOOD C RI TE RI ON OF NON- I  NTEGRAT I ON RESTS IN PR 1 CE.,RATHER THAN 
NON-PRICE C O M P E T I T I ON .  VARIOUS ASPECTS OF I NTEGRATI VE MOVE­
MENTS FOCUS ON NON-PRICE FACTORS AND ATTEMPT TO MAKE THE 
DEMAND FOR THE PRODUCT LESS ELASTIC THROUGH CONTROL OF OUTPUT 
CONTROL OF S UB S T I TU T E S ,  IMPEDING FIRM ENTRY,  PRODUCT AND 
SERVICE D I F F E R E N T I A T I O N .  NON- INTEGRATED OPERATIONS ARE 
USUALLY MORE " PRI CE CONSCIOUS" AND PERMIT SHOPPING AROUND 
FOR THE BEST BUYS IN A CERTAIN AREA AT A CERTAIN T I M E .  SMALL 
PRICE D I F F E R E N T I AL S  IN ONE AREA WILL ATTRACT THE N O N - I N T E ­
GRATED PROCESSOR WHILE THOSE MORESO INTEGRATED WILL NOT SEEK 
BROILERS SOLELY ON PRICE BUT ON " q UA L I T Y - W E I G H T - T Y P E - B R E E D " 
CONSIDERATIONS PLUS ALLOWANCE FOR THEI R LONG-RUN P O SI T I O N  
IN THE INDUSTRY.
APPRAI  SAL
B e f o r e  t h e  m a j o r  e x p a n s i o n  i n  t h e  L o u i s i a n a  b r o i l e r
INDUSTRY OCCURRED, BROILER MARKETING WAS HIGHLY INTEGRATED,
V I Z :  s c a t t e r e d  p r o d u c e r s  g r e w  b r o i l e r s  i n  s m a l l  l o t s  a n d
EITHER DRESSED THE BROILERS ON THE FARM OR SOLD THEM ALI VE  
DIRECT TO CUSTOMERS, THEREBY,  PERFORMING MOST OR ALL OF 
THE PROCESSING AND D I S T R I B U T I O N  FUNCTIONS.  S l NCE L I VE  
BROILER SUPPLI ES WERE RELATI VELY SCARCE AND EVISCERATED  
BROILERS WERE NOT OFTEN FOUND IN RETAI L  STORES,  THE PRICE  
PER POUND WAS RELATI VELY H I G H .  T o  SOME EXTENT,  T H I S  S I T U A ­
T I ON S T I L L  PREVAILS IN SOUTH LOUI S I A NA WHERE PRODUCTION IS 
MAI NTAI NED ON A RELATI VELY SMALL SCALE AND WHERE VARIOUS  
FUNCTIONS ARE S T I L L  BEING PERFORMED BY THE GROWERS THEM­
SELVES.  T h e i r  g r o w i n g  c o s t s  a r e  h i g h e r  t h a n  i n  c o m m e r c i a l
GROWING AREAS BUT THEI R GROSS RETURNS PER BIRD ARE HIGHER,  
LEAVING A WIDER MARGIN OF PROFIT PER BIRD BUT A SMALLER 
TOTAL PROFIT SINCE THE NUMBER OF BIRDS SOLD IS RELATI VELY  
SMALL.  T h e  EFFECT OF IMPORTING DRESSED BIRDS INTO THESE 
D E F I C I T  AREAS BY PACKERS AND OTHERS HAS CAUSED SMALLER PRO­
CESSORS TO DI SCONTI NUE PAYING PREMIUMS FOR LOCALLY PRODUCED 
BROI LERS.  T h u s ,  t h e  b r o i l e r  g r o w i n g  e n t e r p r i s e  HAS LOST 
CONSIDERABLE GROUND IN SOUTH LOUI SI A NA AND,  AT THE SAME T I M E ,  
MANY LOCAL PROCESSORS HAVE TAKEN E X I T  FROM THE BUSI NESS.
AN EXAMINATION OF BROILER PRICES IN BOTH LOUI SI ANA AND OUT-  
OF-STATE MARKETS FROM 1 ^ 5 2  TO 1 9 5 ^  SHOWS THAT PRICE CHANGES
IN MOST BROILER MARKETS ARE SOMEWHAT S I M I L A R  AND THAT THEY 
ADJUST TO MORE OR LESS A " S I N G L E "  PRICE FOR A GIVEN BREED AND 
WEIGHT C L A S S I F I C A T I O N .
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V/ ITH CHANGING TECHNIQUES IN GROWING,  TRANSPORTING,  
DRESSING AND D I S T R I B U T I N G  BROILERS,  T H I S  RELATI VELY HIGH DEGREE 
OF VERTICAL INTEGRATION IN RELATION TO A SMALL SCALE OF PRO­
DUCTION,  IS BEING REPLACED WITH MASS PRODUCTION TECHNIQUES  
WHICH INVOLVE A SCALE OF OPERATION MUCH TOO LARGE FOR PRO­
CESSORS TO PRODUCE ALL THEIR BROILERS AND, IN TURN,  OWN ALL 
THE F A C I L I T I E S  THROUGH WHICH THEIR OUTPUT MAY BE SOLD.  THE 
LOGICAL STEP FOR PROCESSORS IS TO DEVELOP I NTEGRATI VE ARRANGE­
MENTS WITH GROWERS TO PRODUCE BROILERS AND, IN TURN,  NEGOTIATE  
CONTRACTS WITH CHAIN STORES,  FOR EXAMPLE,  TO SELL THEM DRESSED 
POULTRY ON A MASS SCALE.  HOWEVER, RESEARCHERS ARE NOT ALL 
IN AGREEMENT AS TO THE MERIT OF HAVING GROWING AND MARKETING 
ON SUCH A MASS SCALE.  Y ET ,  BUYING TECHNIQUES AND CONSUMPTION 
PATTERNS ARE SUCH THAT SMALL SCALE PRODUCERS AND PROCESSORS 
CANNOT ADEQUATELY MEET THE BROILER MEAT NEEDS OF LARGE 
SUPERMARKET STORES AND F I T  THEIR OPERATIONS TO THE BUYING  
P O L I C I ES  OF THESE CHAINS.
I f t h e  LARGE PROCESSORS c a n  d e v e l o p  a d e q u a t e  a n d  
REGULAR MARKETS AND, IN TURN,  INTEGRATE GROWERS AND DEALRS 
WITH THEM, THEY MAY CREATE A MORE ORDERLY PRODUCTION AND 
MARKETING SYSTEM EMBODYING LOWER PRODUCING,  PROCESSING 
AND D I S T R I B U T I N G  COSTS.  SUCH A PROCESSOR-GROWER INTEGRATION  
MAY BE OF A PROFIT OR NON-PROFI T  NATURE AND COULD INCLUDE  
THE FEED DEALER.  THE ADVANTAGES FOR THE PROCESSOR ARE:  ( l )
A QUASI - I NTEGRATED OPERATION MAY ENABLE HIM TO ENTER INTO 
MORE PERMANENT AND DEPENDABLE CONTRACTS WITH BUYERS,  ( 2 )  |T  
MAY LOWER HI S  UNI T  COSTS BY S T A B I L I T Y  OF OPERATIONS AND ENABLE
111
HIM TO SCHEDULE BROILER RECEIPTS IN AN ORDERLY MANNER AND,  
( 3 )  I t  m a y  e n a b l e  h i m  t o  p a s s - o n  t o  g r o w e r s  t h e  PREFERENCES 
OF HI S  MARKET. THE GROWER WOULD AT LEAST BE ASSURED OF A
" m a r k e t " e v e r y  t e n  w e e k s  a t  t h e  g o i n g  p r i c e . I t  m a y  b e
EASIER FOR HIM TO OBTAIN CREDIT BECAUSE OF A MORE DEPENDABLE 
MARKET.  I N  CONJUNCTION WITH H I S  PROCESSOR, THE GROWER MAY 
BE ABLE TO SAVE ON FEED AND CHICK COSTS.  ADJUSTMENTS TO 
MARKET NEEDS AND PROPER MARKET WEIGHTS MAY ALSO BE OBTAINED.
C o n s u m e r s  m a y  b e  a s s u r e d  o f  a d e p e n d a b l e  s u p p l y  o f  b r o i l e r s
AT A FAIR P R I C E .  T H E  MARKET OUTLET COULD MAKE I TS DESIRES  
KNOWN AND GET THE QUALITY I T  WANTED. CONSUMERS WOULD NOT 
BE SUBJECTED TO PRICE OSCI LLATI ONS BUT RATHER TO STABLE 
PR I CES.
BROILER FINANCING AND INTEGRATION 
T h e  b r o i l e r  b u s i n e s s  r e q u i r e s  l a r g e  a m o u n t s  o f  b o t h
FI XED AND OPERATING C A P I T A L .  To OBTAIN A HOUSE CAPACITY OF
4 , 0 0 0  BROI LERS,  ABOUT 3 * 2 0 0  SQUARE FEED OF FLOOR SPACE IS 
NEEDED OR .8 SQUARE FEET PER BROI LER.  AT AN AVERAGE COST 
OF 7 5  CENTS PER SQUARE FOOT FOR BUI LDI NG AND EQUIPMENT,
THE GROWER NEEDS ABOUT $ 2 , 4 - 0 0  TO ERECT F I X E D  F A C I L I T I E S .
TO PRODUCE A 4 , 0 0 0  LOT OF BROILERS DURING A TEN WEEK PERIOD,  
ABOUT $ 2 , 7 5 °  0F OPERATING CAPITAL IS REQUIRED.  OF T H I S  
AMOUNT, ABOUT $ 1 , 9 0 0  I S  FOR FEED,  $650 FOR DAY-OLD CHICKS  
AND $ 2 0 0  FOR M E D I C I N E S ,  SUPPLI ES AND THE L I K E .  To HOUSE 
AND FEED THE F I RS T  LOT OF 4 , 0 0 0  BROI LERS,  A GROWER WOULD
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REQUIRE ABOUT $ 5 j 15 0 *  ^  THE COURSE OF A YEAR,  AN AVERAGE
BROILER PRODUCER MAY NEED ‘AT LEAST $ 1 1 , 0 0 0  TO BUY CHI CKS,
FEED AND MEDICATE FOUR BROODS OF BROI LERS.
I t  i s  g e n e r a l l y  r e c o g n i z e d  t h a t  f i n a n c i n g  p l a y s  a
S I G N I F I C A N T  PART IN FOSTERING INTEGRATION PATTERNS.  MANY
BROILER g r o w e r s  s e l e c t  a p a r t i c u l a r  f e e d  d e a l e r  n o t  o n l y  on
THE BASIS OF THE FEED BRAND HANDLED BUT ALSO ON THE DEALER'S  
A B I L I T Y  TO EXTEND C R E D I T .  COMPANIES THAT ARE ABLE TO EXTEND 
CREDIT RATHER LI BERALLY MAY HAVE A DECIDED ADVANTAGE IN SALES 
OVER FIRMS OPERATING ON A CASH B A S I S .  THE RATHER ERRATIC  
DEVELOPMENT OF BROILER COOPERATIVES IN L O U I S I A N A ,  FOR EXAMPLE,  
WAS DUE TO THE LACK OF F I NANCING AVAILABLE TO MEMBERS EXCEPT 
THAT WHICH WAS NEGOTIATED BETWEEN A GROWER AND H I S  BANKER.
ON THE OTHER HAND, THE MOST RAPIO GROWTH OF THE BROILER  
INDUSTRY OCCURRED WHEN FEED DEALERS,  HATCHERI ES,  AND PRO­
CESSORS BEGAN TO SUPPLY MORE LIBERAL CREDIT TO THEI R GROWERS.
I n v a r y i n g  d e g r e e s  a n d  a c c o r d i n g  to  t h e  p a r t i c u l a r
ARRANGEMENT IN EFFECT,  GROWERS HAVE SHARED WITH THE F I NANCING  
AGENCY THEI R MANAGERIAL FUNCTIONS IN GROWING AND MARKETING.
F i e l d  m e n  p r o v i d e  " e x p e r t " s u p e r v i s i o n  t o  g r o w e r s . T he  gr o w e r
RELI NQUI SHES MANAGEMENT DECI SI ONS TO THE F I ELD MEN WHO ARE 
EMPLOYEES OF THE F I NANCING AGENCY.  T H I S  APPEARS TO HAVE 
RESULTED IN AN IMPROVEMENT IN PRODUCTIVE E F F I C I E N C Y  A R I S I N G  
FROM A RAPID ADOPTION OF BETTER FEEDS AND METHODS FOR REDUCING 
FLOCK MORTALITY .  HOWEVER, I T  HAS BEEN QUESTIONED WHETHER IN 
SOME CASES GROWERS HAVE NOT GIVEN UP MANAGEMENT FUNCTIONS  
THAT OUGHT TO HAVE BEEN RETAI NED,  AND THE LOSS OF WHICH HAS
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A F F E C T E D  T H E I R  ECON OMI C  S T A T U S .  I MP OR T A N T  AL SO ARE THE COS T S  
OF THE S E R V I C E S  RENDERED TO GROWERS BY T HESE F I N A N C I N G  A G E N C I E S  
AND THE E X T E N T  TO WH I C H  V E S T I N G  OF M A N A G E R I A L  F U N C T I O N S  I N  
THE HANDS OF F I N A N C I N G  A G E N C I E S  R E S U L T S  I N  A PROPER USE OF 
RES OURCES I N A G R I C U L T U R A L  C O M M U N I T I E S .  F I N A N C I N G  METHODS  
ARE ALSO C L O S E L Y  L I N K E D  WI T H  THE B R O I L E R  I N D U S T R Y  FROM THE  
S T A N D P O I N T  OF T H E I R  E F F E C T S  ON THE D E V E L O P M E N T  AND S T A B I L I T Y  
OF MARKETS FOR B R O I L E R S ;  E F F I C I E N C I E S  I N  P R OD U C I N G AND M A R K E T ­
I NG B R O I L E R S ,  AND F I N A N C I A L  RET URNS  TO P R O D U C E R S ,  D E A L E R S ,  
PROCESSORS AND F I N A N C I E R S .
T h e  m a i n  d e v e l o p m e n t  o f  i n t e g r a t i o n  p a t t e r n s  i n  t h e
B R O I L E R  I N D U S T R Y  MAY HAVE R E S U L T E D  FROM THE E X T E N S I V E  USE  
OF C R E D I T  FOR BOTH THE E S T A B L I S H M E N T  OF THE B R O I L E R  E N T E R ­
P R I S E  ( l o n g - t e r m )  a n d  i t s  s u b s e q u e n t  o p e r a t i o n  ( s h o r t - t e r m ) .
C O N S E Q U E N T L Y ,  THE F I N A N C E  A G E N C I E S  R E S P O N S I B L E  FOR P R O V I D I N G  
BOTH F I X E D  AND O P E R A T I N G  C A P I T A L  ARE A N A L Y Z E D  FOR T H E I R  
P O S S I B L E  C O N T R I B U T I O N S  TO I N T E G R A T I O N  I N  THE B R O I L E R  I N D U S T R Y .
LONG-TERM FINANCE
T h e  f o l l o w i n g  a g e n c i e s  h a v e  f u n c t i o n e d  a c t i v e l y  i n  
L o u i s i a n a  i n  p r o v i d i n g  c a p i t a l  f o r  l o n g - t e r m  p u r p o s e s  s u c h
AS I N  THE C O N S T R U C T I O N  OF B R O I L E R  H O U S E S ;  ( l )  F E D E R A L  H O U S ­
I NG A d m i n i s t r a t i o n  T i t l e  I L o a n s  p r o c e s s e d  t h r o u g h  c o m m e r c i a l  
b a n k s ,  ( 2) L o c a l  c o m m e r c i a l  b a n k s ,  ( 3) P r i v a t e  c r e d i t  s o u r c e s  
o r  t h r o u g h  i n d i v i d u a l s ,  ( H )  F a r m e r s ’ H o m e  A d m i n i s t r a t i o n  
h o u s i n g  l o a n s ,  ( 5) T r a d e  c r e d i t  t h r o u g h  f e e d  d e a l e r s  a n d
OTHERS AND ( 6 )  LOANS THROUGH I NSURANCE AND I NVESTMENT COMP AN I E S .
I n  L o u i s i a n a ,  o n l y  t h e  F .H .A .  T i t l e  I L oans  have  been  o f  r e a l
S I G N I F I C A N C E  I N THE CONSTRUCTI ON OF BROI LER HOUSES AND,  T H E R E ­
FORE,  ONLY SUCH TYPE LOANS ARE DI SCUSSED ( T ABL E  1l ) .
T a b l e  11. S o u r c e s  o f  L o n g - T e r m  and S h o r t - T e r m  F i n a n c i n g  f o r  
106 B r o i l e r  G r o w e r s  by A r e a s ,  L o u i s i a n a ,  1 9 5 1 *
S o u r c e  o f  F i n a n c e
R u s t o n -
N o .
- H i l l  
PCT .
N o r t h w e s t  
L o u i s i a n a  
N o .  P c t .
S c a t t e r e d  
N o .  P c t .
L o n g - t e r m :
B a n k s ( F . H . A . ) T i t l e  I 21 8 0 2 8 7*1 k 1 0
S e l f b 16 8 21 2 8 67
F e e d  d e a l e r s - - - - 6 i 4
O t h e r  i n d i v i d u a l s 1 h 2 5 ii*T 9
S h o r t - t e r m :
F e e d  d e a l e r s 23 8 9 12 3? 21 5 0
C o m m e r c i a l  b a n k s 13 3^ -
S e l f 3 11 1 0 2  6 19 k6
O t h e r 3 8 2 k
S o u r c e : R o y ,  £ .  P .  a n d B a k e r ,  Ji. M . , T h e B R O 1LER E n t e r p r I SE
i n  L o u i s i a n a , L a .  A g r . E x p .  S t a . B u l .  ^75 ,  J u n e 1953
F .H .A .  T i t l e  1 
U n d e r  t h e  FHA T i t l e  1 A c t
L o a n s
t h e r e a r e FOUR CLASSES OF
LOANS THAT MAY BE MADE,  BUT CLASS I A AND CLASS I I  B ARE THE
TWO C L A S S E S  MOST I MP OR T A N T  FOR B R O I L E R  O P E R A T I O N S ,  E S P E C I A L L Y
C l a s s  I I  B w h i c h  can  be used  f o r  e r e c t i n g  new s t r u c t u r e s
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o n l y . 3 9  C l a s s  I A may be used f o r  r e p a i r i n g  o r  r e m o d e l i n g
E X I S T I N G  STRUCTURES.  MOST GROWERS UPON ENTERING THE BROILER  
BUSINESS SEEK TO CONSTRUCT A HOUSE OF S U F F I C I E N T  S I Z E  AND 
D UR ABI L I TY  TO ACCOMODATE 3 * 0 ^ 0  BROILERS OR MORE. T H I S  
NORMALLY REQUIRES AROUND $ 2 ,0 0 0  IF  WI RI NG AND PLUMBING ARE
i n c l u d e d .  U n d e r  FHA l o a n s ,  b u i l d i n g  p l a n s  a r e  u n i f o r m  w i t h
THE MAIN V ARI AT I ON IN BUI LDI NG COSTS A R I S I N G  FROM THE USE 
OF SKILLED OR UNSKILLED LABOR AND QUALITY OF MATERIALS USED.
U n d e r  t h e  C l a s s  I I  B l o a m ,  a maximum o f  $ 3 * 0 0 °  MAY
BE OBTAINED FOR A PERIOD OF SEVEN YEARS OR, I F  SECURED BY 
A F I RS T  MORTGAGE, FOR F I FTEEN YEARS.  THE INTEREST RATE IS 
EQUAL TO A DISCOUNT OF $ 5 . 0 0  PER $100  PER YEAR.  IF  THE 
MATURITY EXCEEDS SEVEN YEARS,  THE DISCOUNT BECOMES $ 3 * 5 0  PER '
$ 1 0 0 . H o w e v e r ,  most  c o m m e r c i a l  b a nk s  i n  p r o c e s s i n g  FHA l o a n s
DO NOT PERMIT THE USE OF THE "MAXIMUM" CLAUSES IN THE ACT 
BUT,  I NSTEAD,  ADOPT A MORE CONSERVATIVE LOAN P OL I C Y .  FOR 
EXAMPLE,  MOST LOANS WERE HELD TO AROUND $ 2 ,0 0 0  AND WERE 
MADE PAYABLE IN THREE RATHER THAN SEVEN YEARS.  IN CASE OF
DELINQUENCY,  THE BANKS FELT THAT R E - F I N A N C I N G  COULD BE DONE
llQ
DURING THE REMAINING FOUR YEARS.  GROWERS WERE EXPECTED T 0 “ 
REPAY THE LOAN IN TWELVE INSTALLMENTS OR FOUR PAYMENTS PER YEAR.
A n a p p e a l i n g  f e a t u r e  of  t h e  T i t l e  I l o a n  i s  t h e  f a c t
THAT THE PLAN CALLS FOR A MINIMUM OF RED TAPE.  LETTERS OF
3 9 F . H . A .  P r o p e r t y  I m p r o v e m e n t  L o a n s , F e d e r a l  H o u s i n g  
A d m . ,  Wa s h i n g t o n ,  D .  C . ,  1 9 5 3 *  - 5 *
^ P e r s o n a l  i n t e r v i e w s  w i t h  K en  Ga r v i n ,  C o m m e r c i a l  
Na t i o n a l  B a n k ,  S h r e v e p o r t ,  L o u i s i a n a .
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REFERENCE ARE REQUIRED BUT THERE IS NO MORTGAGE EXCEPT IN 
THE CASE OF THE CLASS I I  3  LOAN WHERE ONE MIGHT DESIRE TO 
EXTEND I T  TO 1f> YEARS OR LONGER. THERE ARE NO ATTORNEY FEES,  
NO SURVEY FEES,  NO RECORDING FEES OR ANY ADDI T I ONAL CHARGES 
BEYOND THE 5 PER CENT DISCOUNT.  THE FORMS ARE SHORT AND 
CLEAR.  IT IS ESSENTIAL THAT BANK REPRESENTATIVES BE ABLE TO 
ARRIVE AT AND DETERMINE THE INCOME S T A B I L I T Y  OF THE BORROWER.
A FARMER MAY BE PROVIDED 3 6  MONTHLY INSTALLMENTS OR QUARTERLY,  
SEMI -ANNUAL OR ANNUAL PAYMENTS.  THE AGENCY MUST DETERMINE  
FROM WHAT FARM PRODUCTS SUCH AS POULTRY,  CATTLE,  D A I R Y ,  ETC.  
THE INCOME WILL BE DERIVED AND UPON WHAT BASIS A METHOD OF 
PAYMENT CAN BE ARR I VED.  THE FHA T I T L E  I LOANS,  THEREFORE,
HAVE BEEN OF C O N S I D E R A B L E  HE L P  I N B U I L D I N G  B R O I L E R  H O U S E S .
|T IS L I KELY  THAT GROWERS IN L O UI S I A NA HAVE USED FHA
T i t l e  I l o a n s  m o r e  e x t e n s i v e l y  t h a n  g r o w e r s  i n  o t h e r  a r e a s
SINCE A MAJORITY OF THE LOUI S IANA BROILER HOUSES WERE BUI LT
s i n c e  1950.  I f  a L o u i s i a n a  g r o w e r  d e s i r e d  t o  e n t e r  t h e
B R O I L E R  B U S I N E S S ,  HE C. S I M P L Y  C ON T ACT E D H I S  L OCAL  BANKER WHO 
I N  TURN D E T E R M I N E D  WHETHER AN FHA LOAN COULO BE G R A N T E D .
S ome b a n k s  w e r e ,  o f  c o u r s e ,  m o r e  i n s t r u m e n t a l  i n  m a k i n g  s u c h
LOANS THAN WERE OTHERS.  BANKS IN SHREVEPORT,  FOR EXAMPLE,
MADE HUNDREDS OF THESE LOANS TO GROWERS IN NORTH L O U I S I A N A .
L e n d i n g  a g e n c i e s  p r o v i d i n g  l o n g - t e r m  c a p i t a l  f o r
POULTRY OPERATIONS HAVE HAD LESS INFLUENCE ON INTEGRATION  
PATTERNS COMPARED WITH SHORT-TERM LENDING P O L I C I E S  OF CERTAIN  
F I NA N C I AL  I N S T I T U T I O N S .  T H I S  IS DUE TO THE MANNER IN WHICH 
LONG-TERM LOANS ARE NEGOTIATED.  GROWERS NEGOTIATE DI RECTLY
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WITH THE LENDING AGENCY IN QUESTION.  THESE AGENCIES ARE NOT 
PARTICULARLY CONCERNED WITH WHOM THE BROILER GROWER INTEGRATES  
H I S  OPERATIONS.  FOR EXAMPLE,  MEMBERS OF BROILER COOPERATIVES
i n  N o r t h w e s t  L o u i s i a n a  h a v e  h a d  a l m o s t  no t r o u b l e  i n  n e g o t i a t ­
i n g  LONG-TERM LOANS.  THE SAME HAS NOT BEEN TRUE FOR SHORT­
TERM LENDI NG.
SHORT-TERM FINANCE
S o u r c e s  of  s h o r t - t e r m  c a p i t a l  f o r  b r o i l e r  g r o w e r s  a r e :
( 1) F e e d  d e a l e r s ,  ( 2 )  C o m m e r c i a l  b a n k s ,  ( 3 )  P r o d u c t i o n  C r e d i t  
A s s o c i a t i o n s ,  ( U )  F a r m e r s ’ Home A d m i n i s t r a t i o n  o p e r a t i n g  
l o a n s ,  ( 5 )  T r a d e  c r e d i t  t h r o u g h  p r o c e s s i n g ,  h a t c h e r y  and  
o t h e r  c o m p a n i e s  and ( 6) S p e c i a l i z e d  c o o p e r a t i v e  b r o i l e r
FINANCE AGENCI ES.  THE MOST IMPORTANT SOURCES OF CREDIT FOR 
BROILER GROWERS ARE THE FEED DEALERS AND COMMERCIAL BANKS
( T a b l e  1 1 ) .  T h e s e  two  p r i n c i p a l  l e n d i n g  a g e n c i e s  a r e  d i s ­
c u s s e d  i n  r e l a t i o n  t o  t h e i r  e f f e c t s  on i n t e g r a t i o n  p a t t e r n s  
i n  t h e  b r o i l e r  g r o w i n g  e n t e r p r i s e . A l s o ,  a m o r e  r e c e n t  t y p e  
OF c o o p e r a t i v e  b r o i l e r  f i n a n c i n g  i s  d i s c u s s e d .
( 1 )  F e e d  D e a l e r s
B r o i l e r  g r o w e r s  u s u a l l y  f i r s t  c o n t a c t  t h e i r  l o c a l
FEED DEALER FOR AI D IN F I NANCING THEI R OPERATI ON.  S l NC E  THE 
FEED DEALER DOES NOT HAVE S U F F I C I E N T  CAPI TAL OF H I S  OWN TO 
FINANCE A LARGE NUMBER OF GROWERS, HE CONTACTS H I S  BANKER 
WHO LOANS FUNDS TO THE DEALER AND,  SUBSEQUENTLY,  TO THE
d e a l e r ’ s g r o w e r s . T he  f e e d  d e a l e r  i s  a c t u a l l y  a " f i n a n c i n g
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MIDDLEMAN" WHO ACTS AS A COLLATERAL CUSHION FOR BOTH THE 
BANKER, WHO LOANS THE MONEY, AND THE GROWER, WHO BORROWS I T .
T h u s ,  d e a l e r s  s h a r e  i n  m a n y  of  t h e  m a n a g e r i a l  d e c i s i o n s  i n ­
v o l v e d  i n  g r o w i n g  a n d  m a r k e t i n g  of  b r o i l e r s . B y s h a r i n g  i n  
t h e s e  m a n a g e r i a l  f u n c t i o n s ,  d e a l e r s  a r e  a b l e  t o  i n t r o d u c e
MORE F L E X I B I L I T Y  INTO THEI R BUSINESSES,  G I V I N G  THEM MORE
OPPORTUNI T IES f o r  a d j u s t m e n t  i n  t h e i r  o p e r a t i o n s . I n a d d i ­
t i o n ,  THEY ARE ABLE TO SEE THAT GROWERS CARE FOR THE BROILERS  
IN THE MANNER BEST SUITED TO LOCAL C O N D I T I ON S ,  THEREBY OFFER-  
ING SOME CONTROL OVER THE DEALER'S INVESTMENT.
T he  l o a n  p r o c e d u r e  u s e d  b y  d e a l e r s  i s  a ra t h e r  c o m m o n
ONE IN THE BROILER INDUSTRY.  THE DEALER WHETHER HE BE A 
HATCHERYMAN, FEED SUPPLIER OR PROCESSOR, A PPL I ES  TO HIS BANK 
FOR A L I NE  OF C R E D I T .  THE BANK IS SUPPLIED WITH A COPY OF 
THE DEALER'S F I NANC I A L  STATEMENT,  WHICH IS ANALYZED TO 
DETERMINE NET WORTH. IF THE BANK DECIDES THAT THE DEALER 
IS HONEST,  CAPABLE OF PROPERLY MANAGING A FEED,  HATCHERY 
OR PROCESSING BUSINESS AND HAS PROPER EQUITY OR CAPITAL IN 
H I S  BUSI NESS,  A L I NE  OF CREDIT IS SET UP FOR THE DEALER' S  
USE.  In  AN AVERAGE CASE,  T H I S  MAY AMOUNT TO $ 2 5 , 0 0 0  OR MORE.  
The d e a l e r  t a k e s  a s i g n e d  n o t e  f r o m  t h e  g r o w e r  s e c u r e d  by a
CHATTEL MORTGAGE ON THE BROILER HOUSE, EQUIPMENT OR FLOCK 
OF c h i c k e n s . I n c a s e  of  a poor  c r e d i t  r i s k ,  t h e  DEALER MAY 
ASK FOR MORE S EC U R I TY .  THE DEALER THEN OBTAINS A LOAN FROM
THE BANK SECURED BY THE GROWER'S NOTE.  E I GHTY TO NI NETY DAYS
IS THE MOST GENERAL PERIOD THAT CASH IS BORROWED.
^ R e g i o n a l  P o u l t r y  C o m m i t t e e ,  F i n a n c i n g  P r o d u c t i o n  
and M a r k e t i n g  o f  B r o i l e r s : P a r t  I .  S.CTii ' .  B u l .  38, L .S .U .
Ag r . Ex p . S t a . ,  J une  1954. Pp.  11- 30.
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A t p e r i o d i c  i n t e r v a l s ,  t h e  b a n k  f o r w a r d s  c r e d i t  f u n d s
TO THE DEALER BASED ON H I S  F I NA N C I A L  STATEMENT,  VOLUME OF 
GROWERS* NOTES AND NEED FOR FEED AND SUPPLI ES FOR THE GROW­
ING CHI CKS.  I n MOST CASES,  THE AMOUNT OF CREDIT GRANTED 
AMOUNTS TO ABOUT 6 0  CENTS PER BROILER CHICK OR $ 1 , 8 0 0  PER
3 , 0 0 0 - h o u s e .  The  d e a l e r  i s  c h a r g e d  f r o m  ^ t o  6  p e r  c e n t
INTEREST FOR THE TIME THE MONEY IS IN USE.  THE GROWER IS 
THUS OBLIGATED TO FEED AND TAKE CARE OF THE CHICKS UNDER 
THE FEED DEALER'S GUIDANCE AND, AT MARKETING AGE, TO REPAY 
THE DEALER THE FULL AMOUNT OF THE LOAN.  THE PRICE CHARGED 
FOR THE VARIOUS INPUT FACTORS SUCH AS FEED,  CHI CK S,  AND 
MEDI CI NES IS THE DEALER' S PROVINCE.  INTEREST CHARGES FOR 
THE MONEY LOANED TO THE GROWER ARE USUALLY BUNDLED WITH THE-  
PRICE OF FEED AND OTHER S U P P L I E S .  F I NANC I N G PLANS SUCH AS 
"OPEN-ACCOUNT" ARE USED TO IMPLEMENT THESE LOANS.
Wh y  i s  t h i s  t y p e  o f  f i n a n c i n g  so w i d e s p r e a d ? T he
ANSWER i s  SIMPLY THAT GROWERS WITH RELATI VELY FEW ASSETS 
AND WHO ARE NOT OPERATING D I V E R S I F I E D  FARM BUSINESSES CANNOT 
OBTAIN OPERATING CAPITAL DI RECT FROM BANKS OR PC A 'S .  T H I S  
IS NOT A C R I T I C I S M  OF EITHER THE GROWER OR THE BANKS.  EACH 
CANNOT AFFORD THE OTHER IN NEGOTIATING BROILER FEED LOANS.
T h e r e  i s  a n e e d  f o r  a n o t h e r  p a r t y  who c a n  s t a n d  b e t w e e n  t h e
TWO GROUPS AND WHO IS CAPABLE OF ASSUMING SOME OF THE RISKS  
OF BOTH THE GROWER AND THE BANKER. THAT AGENCY HAPPENS TO 
BE THE FEED DEALER BY VIRTUE OF HI S  P OSI T I ON IN THE FEEDING  
AND MARKETING OF THE BROILERS.
120
A l l  t h i s  i s ,  of  c o u r s e ,  a s t r o n g  s t i m u l u s  to  q u a s i ­
i n t e g r a t i o n  S INCE THE GROWER MUST THEN BUY ALL H I S  INPUT  
FACTORS FROM THE DEALER CONCERNED AND, IN MANY CASES,  MUST 
SELL H I S  OUTPUT THROUGH HIM ALSO.  NOT ONLY IS T H I S  S I T U A T I O N  
CONDUCIVE TO QUASI - I NT EGRATI ON BUT ALSO TO COMPLETE INTEGRA­
TION BY THE FEED DEALER.  IF H I S  GROWERS BECOME DELINQUENT  
OR ARE RELUCTANT TO GROW BROILERS ON C R E DI T ,  THE FEED DEALER 
MAY CONVENIENTLY " H I R E "  THEM TO GROW BROILERS AT A STIPULATED  
FEE PER POUND OR PER B I R D .  NUMEROUS FINANCE PLANS SUCH AS 
"FLAT FEE1'.‘ AND "LABOR CONTRACT" MAY IMPLEMENT T H I S  TYPE OF
l o a n . Or d i n a r i l y ,  m o s t  d e a l e r - g r o w e r  f i n a n c e  p l a n s  a r e
C L A S S I F I E D  AS Q U A S I - V E R T I C A L  INTEGRATION SINCE THE GROWER 
IS UNDER CONTRACT TO THE FEED DEALER. '  HOWEVER, IF ANY 
GROWER-DEALER PLAN CAUSES A S H I F T  IN MANAGERIAL FUNCTIONS  
FROM GROWER TO DEALER AND I F  THE PRODUCER IS SIMPLY ACTING 
IN THE CAPACITY OF A HIRED LABORER,  THEN COMPLETE VERTICAL  
INTEGRATION PREVAILS AND NOT QUASI - VERT ICAL INTEGRATI ON.
I n GENERAL,  BROILER GROWERS HAVE SHOWN L I T T L E  H E S I T A ­
T ION IN ENTERING INTO F I NANCING ARRANGEMENTS FOR THE GROWING 
OF BROI LERS.  IT  HAS MEANT THAT THEY COULD GROW BROILERS  
WITH L I T T L E  RISK EXCEPT THE USE OF THEI R LABOR,  BROILER HOUSES,  
AND EQUIPMENT.  |N SOME CASES,  NO RISK TO THE GROWER WAS 
INVOLVED.  I T  HAS ALSO MEANT THAT THEY HAVE GIVEN UP OR SHARED 
SOME MANAGERIAL D E C I S I O N S ,  SOMETIMES CONSIDERED TO BE PER­
FORMED BEST BY THE GROWER.
( 2 )  Co m m e r c i a l  B a n k s  
B a n k s  h a v e  b e e n  i n s t r u m e n t a l  i n  f i n a n c i n g  b r o i l e r
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GROWING IN AT LEAST TWO WAYS: ( a ) LENDING MONEY TO THE FEED
DEALER WHO IN TURN FINANCED HIMSELF OR HIS GROWERS OR, I N ­
DIRECT FINANCING. ;  AND ( b )  LENDING FUNDS STRAIGHT TO THE 
BROILER GROWER OR, DI RECT F I NA N C I N G.  IT IS THE LATTER TYPE 
WHICH IS OF INTEREST HERE.
S ome b r o i l e r  g r o w e r s  who h a v e  p r o p e r t y  or o t h e r
ASSETS PREFER TO DEAL DIRECTLY WITH THE BANK RATHER THAN 
THROUGH A FEED DEALER.  I l l  CASE OF BROILER FEED COOPERATIVES,  
THE GROWER MAY HAVE NO RECOURSE OTHER THAN GOING TO H I S  
BANKER SINCE NO FEED COOPERATIVE IN L O UI S I A NA WILL OR CAN 
FINANCE H I M .
Ba n k s  a r e  u s u a l l y  h i g h l y  s e l e c t i v e  i n  t h e i r  l o a n s
AND WILL EXTEND CREDIT ONLY TO GROWERS WITH D I V E R S I F I E D  
OPERATIONS,  SUBSTANTIAL ASSETS AND TO THOSE WHO COME WITH  
GOOD RECOMMENDATIONS.  LOANS UP TO ABOUT 6 0  CENTS PER CHICK  
DURING A 10-WEEK PERIOD ARE EXTENDED,  SECURED BY PERSONAL 
PROPERTY,  REAL ESTATE,  LIVESTOCK OR OTHER ASSETS.  I f  THE 
ASSETS ARE NOT S U F F I C I E N T ,  THE LOAN L I M I T  PER CHICK MAY BE 
REDUCED TO ^ 5 “ CENTS* MATURITY DATES VARY FROM NINE TO 
TWELVE WEEKS.  INTEREST RATES ARE USUALLY 8 PER CENT FOR THE 
TIME THE MONEY I S  USED.  SOME BANKS DISCOUNT THE LOAN AT THE 
TIME I T  IS NEGOTIATED WHICH WOULD, OF COURSE, RAISE THE 
EFFECTI VE INTEREST RATE.  INSURANCE MUST USUALLY BE PURCHASED 
ON THE CHICKS AND ON THE FARM HOUSE,  BROILER HOUSE,  BARNS 
AND THE L I K E ,  I F  MORTGAGED.
( 3 )  S p e c i a l i z e d  B r o i l e r  F i n a n c e  A s s o c i a t i o n s  
T he  d e v e l o p m e n t  of  p o u l t r y  f e e d  c o o p e r a t i v e s  i n
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N o r t h w e s t  Ar k a n s a s  a n d  N o r t h w e s t  L o u i s i a n a  h a v e  b r o u g h t
ATTENTION TO THE SERIOUS NEED FOR OPERATING CAPITAL BY BROILER 
GROWERS WHO ARE MEMBERS OF THESE A S S OC I A T I ON S.  IN MANY CASES,  
THE GROWERS CANNOT OBTAIN CREDIT EITHER DIRECTLY FROM THE 
BANKS,  PCA' S OR FROM THEI R LOCAL COOPERATIVES.  THE COOPERA­
T I V E  FEED MI LLS ARE NOT ENGAGED IN CREDIT OPERATIONS SO 
GROWERS WHO WISH TO USE COOPERATI VE- MILLED FEED ARE HANDI ­
CAPPED C R E D I T - W I S E .  A BRI EF CASE STUDY IS PRESENTED TO 
I LLUSTRATE HOW A GROUP OF COOPERATIVES IN NORTHWEST ARKANSAS 
SOLVED T H I S  PROBLEM OF SECURING OPERATING CAPITAL THROUGH 
COMPLETE I NTEGRATI ON.
C a s e  A
C o m p l e t e  I n t e g r a t i o n  T h r o u g h  A N o n - P r o f i t  E n t i t y
A FEDERATED BROILER FINANCE COOPERATIVE WAS ORGANIZED
i n 19^8 i n  N o r t h w e s t  A r k a n s a s  by f o u r  s u p p l y  c o o p e r a t i v e s
WHICH PURCHASED $ 5 , 0 0 0  EACH OF STOCK.  IN A D D I T I O N ,  THE 
STATE FARMERS'  ORGANIZATION BOUGHT $ 6 0 , 0 0 0  OF STOCK AND,
LATER,  FOUR MORE COOPERATIVES J OI NE D ,  R A I S I N G  THE STOCK 
C A P I T A L I Z A T I O N  TO $ 1 3 2 , 5 0 0 .
T h e  GROWER CONTACTS H I S  LOCAL COOPERATIVE AND RE­
QUESTS F I NA N C I A L  ASSI STAN CE.  A PRELI MI NARY LOAN A PPLI CATI ON  
IS TAKEN AND PROCESSED BY THE LOCAL MANAGEMENT AND LOAN 
COMMITTEE.  |F  APPROVED,  THE LOAN IS FORWARDED TO THE CENTRAL 
FINANCE COOPERATIVE.  I n TURN,  I F  T H I S  COOPERATIVE APPROVES 
THE LOAN,  THE PAPERS ARE SENT TO THE FEDERAL INTERMEDIATE
C r e d i t  B a n k  i n  S t . L o u i s  w h e r e  t h e  n o t e  i s  d i s c o u n t e d  a n d
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PROCEEDS FORWARDED TO THE LOCAL COOPERATIVE WHERE THE MEMBER 
CAM PURCHASE CHI CKS,  FEED AMD SUPPLIES OM C R E D I T .  THE CENTRAL 
COOPERATIVE IS PERMITTED TO BORROW UP TO F I VE  T IMES ITS C A P I ­
T A L I Z A T I O N  OR ABOUT $ 6 0 0 , 0 0 0  AT THE PRESENT T I M E .
I n t e r e s t  r a t e s  a r e  b u d g e t e d  a n d  a r e  u s u a l l y  U per
CENT OVER THE DISCOUNT RATE OR ABOUT 6 PER CENT.  MATURITY  
DATES CORRESPOND TO THE BROILER MARKETING PERIODS.  COLLATERAL 
IN THE FORM OF THE CHICKS AMD FEED ARE ACCEPTED IN A D D I T I O N  
TO PROPERTY OR LIVESTOCK WHENEVER I N D I V I D U A L  CIRCUMSTANCES  
REQUIRE I T .  NO STOCK IS BOUGHT BY THE GROWER AND NO FEES 
ARE CHARGED EXCEPT THOSE CONNECTED WITH THE ORDINARY PROCESS­
ING o f  l o a n s .  C h i c k s  g i v e n  as m o r t g a g e  need  t o  be i n s u r e d
AT PREMIUMS OF 3® CENTS PER $ 1 0 0  OF DECLARED VALUE.  LOAN 
L I M I T S  PER CHICK VARY FROM HO TO 55  CENTS,  DEPENDING ON THE
g r o w e r ' s f i n a n c i a l  s t a t u s . T he  l o c a l  c o o p e r a t i v e  i s  r e s p o n s ­
i b l e  FOR COLLECTING THE PROCEEDS AND OTHERWISE SERVI CI NG THE
l o a n . E s s e n t i a l l y ,  t h i s  t y p e  of  c o o p e r a t i v e  b r o i l e r  f i n a n c ­
i n g  IS S I M I L A R  TO OPERATION OF PRODUCTION CREDIT A S S OC I A T I ON S.
A p p r a I SAL
I t  IS EVIDENT THAT LONG-TERM FI NANCING THROUGH THE
F e d e r a l  Ho u s i n g  A d m i n i s t r a t i o n  h a s  n o t  b e e n  s i g n i f i c a n t  i n
FOSTERING INTEGRATION PATTERNS.  HOWEVER, AGENCIES ENGAGED IN 
SHORT-TERM LENDING HAVE FOSTERED I NTEGRATI ON.  PRIVATE BANKERS 
HAVE PLAYED A MULTIPLE ROLE IN I NTEGRATI ON,  V I Z :  ( l )  BANKERS
HAVE ENCOURAGED QUASI - 1NTEGRATI  ON BY LETTI NG FEED DEALERS ACT 
AS F I NA N C I AL  MIDDLEMEN.  SOMETIMES FEED DEALERS HAVE BECOME
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COMPLETELY INTEGRATED BY GROWING BROILERS THEMSELVES WITH  
THE F I NANCI AL  ASSISTANCE OF BANKERS AND ( 2 )  BANKERS HAVE 
FOSTERED NON-1NTEGRATI  ON BY LENDING FUNDS DI RECT TO GROWERS 
WHO IN TURN SELECTED THEIR OWN FEED; OR, THE BANK MAY HAVE 
LOANED FUNDS TO MEMBERS OF COOPERATIVES WHICH ENABLED THEM 
TO OWN AND OPERATE T H E! IR OWN FEED AND SUPPLY F A C I L I T I E S .
IN TOTAL,  HOWEVER, PRIVATE BANKERS HAVE BEEN MORE DISPOSED
t o  R o l e  ( 1 ) .
Pr i v a t e  b a n k s  u s u a l l y  p r e f e r  t h e  i n d i r e c t  f i n a n c i n g
METHOD DUE TO THE SPREADING OF PRICE AND DISEASE R I S K S ;  
PROPER SUPERVI S I ON OF LOANS BY FEED DEALERS; LARGER LOAN 
VOLUME WHEN CENTRALIZED THROUGH A DEALER AND A MORE RAPID  
TURNOVER IN ACCOUNTS.
U n d e r  t h e  d i r e c t  b a n k - g r o w e r  l o a n  s y s t e m  b a n k s
CANNOT OFF-SET I N D I V I D U A L  LOSSES BY CHARGING MORE ON THE 
PROFITABLE OPERATIONS.  EACH GROWER LOAN MUST SUCCEED ON 
I TS OWN MERI T;  THEREFORE,  BANKS FEEL THAT RISKS ARE SPREAD 
BETTER UNDER AN I NDI RECT BANK-DEALER-GROWER LOAN.  ALSO,  
BANKERS CLAIM THAT,  AT PRESENT,  INTEREST RATES ARE NOT 
HIGH ENOUGH TO COVER THE COSTS OF NEGOTIATING AND S E R V I C ­
ING DIRECT BANK TO GROWER LOANS.  I t  SHOULD BE NOTED,
HOWEVER, THAT BETWEEN THE BANK'S 8 PER CENT AND THE FEED 
DEALER' S 2 8  PER CENT EFFECTI VE INTEREST RATES THERE IS 
CONSIDERABLE ROOM FOR EITHER THE BANK TO INCREASE I TS  RATE 
OR THE FEED DEALER TO REDUCE H I S .
D e a l e r s  a r e  n o t  a l l  a g r e e d  as  t o  t h e  v i r t u e  o f  t h e i r  
1 m i d d l e m a n ' s  f u n c t i o n "  i n  c r e d i t .  M o s t  o f  t h e m w o u l d  p r e f e r
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NOT TO BE INVOLVED C R E DI T - WI SE  BUT COMPETIT ION HAS FORCED 
THEM TO EXTEND C R E DI T .  In A D D I T I O N ,  SOME DEALERS MAY BE 
MAKING EXTRA INCOME BY BORROWING AT ABOUT 8 PER CENT AND 
R E- SELL I NG THE CREDIT AT 2 ^  TO 2u  PER CENT MINUS R I S K S ,  BAD 
DEBTS,  SERVICE CALLS,  AND OTHER EXPENSES.  3Y EXTENDING  
CR E DI T ,  THE DEALER KNOWS THAT HE CAN SELL OTHER ITEMS OF 
PRODUCTION TO THE GROWERS SUCH AS CHICKS AND M E D I 9 I N E S .
A l s o ,  he m a y  t r a n s p o r t  a n d  s e l l  t h e  b r o i l e r s  p r o d u c e d  by
HI S  GROWERS.
Mo s t  b r o i l e r  g r o w e r s  h a v e  f e l t  t h a t  f i n a n c i n g  t h r o u g h  
f e e d  d e a l e r s  was  m u c h  q u i c k e r ; no c o l l a t e r a l  was  r e q u i r e d
AND MORE PERSONAL SERVICE FROM THE DEALER COULD BE OBTAINED  
IN T H I S  MANNER, SUCH AS IN MARKETING THE BROI LERS.  MANY 
GROWERS, OF COURSE, HAVE NOT STOPPED TO ASCERTAIN THE COST 
OF FINANCING THROUGH THE DEALER AS COMPARED TO REGULAR LOAN 
AGENCIES SUCH AS DIRECTLY WITH BANKS OR PCA1S . BY PATRONI Z­
ING THESE LATTER AGENCIES,  PRODUCERS MAY ENJOY LOWER INTEREST  
PAYMENTS,  MORE FLEXIBLE CREDIT OPERATIONS AND OBTAIN SOME 
OWNERSHIP IN A COOPERATIVE CREDIT I N S T I T U T I O N  IN THE CASE 
OF PCA's OR A S I M I L A R  AGENCY.  THE MAIN OBSTACLE IS THE 
COLLATERAL WHICH GROWERS NEED TO OFFER FOR SUCH LOANS.  In  
SOME AREAS SUCH AS IN ALEXANDRIA,  BANKERS HAVE L I B E RA L I Z E D  
THEI R SECURITY REQUIREMENTS FOR MEMBERS OF BROILER COOPERA­
T I V E S .  I t  was f e l t  t h a t  t h e  use o f  COOPERATIVE f e e d  r e p r e ­
s e n t e d  SUCH A LOW INVESTMENT IN BROILERS THAT PRICE FLUCTUA­
TIONS WOULD NOT ENDANGER THE LOAN.  T H I S  APPEARS TO BE A 
REASONABLE ASSUMPTION AND MUCH ECONOMIC RESEARCH SUPPORTS 
T H I S  V I EW.
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S h o r t - t e r m  l e n d i n g  i s  a s s o c i a t e d  w i t h  i n t e g r a t i o n
PATTERNS IN THE BROILER GROWING ENTERPRI SE.  |N FACT,  T H E 1 
TYPE OF CREDIT USED IS DIRECTLY LINKED WITH THE TYPE OF I N T E ­
GRATION FOLLOWED. |F  A GROWER OBTAINS H I S  CREDIT DIRECT  
FROM THE BANK OR PCA, HE MAY REMAIN:  ( l )  NoN - I N T EG RA T ED ,
( 2 )  QUASI - 1NTEGRATE WITH A DEALER,  ( 3 )  INTEGRATE WITH A 
COOPERATIVE OR ( ^ )  INTEGRATE A FEED DEALERSHIP WITH H I S  
GROWING OF BROI LERS.  IF A GROWER BORROWS FROM A S P E C I A L I Z E D  
COOPERATIVE CREDIT AGENCY OTHER THAN PCA, HE HAS TO PATRONIZE  
THE COOPERATIVE WITH NO AL T E RNA T I VE S .  I F  A GROWER BORROWS 
FROM A FEED DEALER,  HE HAS TO QUAS I -  INTEGRATE WITH THE DEALER,  . 
WITH NO ALTERNA TI VES.  THE FI NANCING AND INTEGRATION PATTERNS 
BRI EFLY DELINEATED HERE ARE ANALYZED MORE FULLY IN THE FOLLOW­
ING CHAPTER.
CHAPTER IV  
INTEGRATION IN  THE BROILER GROWING ENTERPRISE
B r o i l e r  g r o w e r s  v e r t i c a l l y  i n t e g r a t e  t h e i r  e n t e r ­
p r i s e  i n  a t  l e a s t  f o u r  w a y s :  (A )  C o m p l e t e  i n t e g r a t i o n
t h r o u g h  f e e d  d e a l e r s h i p s  o r  o t h e r  p r o f i t  e n t i t i e s ,  ( b )
C o m p l e t e  i n t e g r a t i o n  t h r o u g h  c o o p e r a t i v e  a s s o c i a t i o n s  or 
n o n - p r o f i t  e n t i t i e s ,  ( C )  Qu a s i - i n t e g r a t i o n  w i t h  a f e e d
DEALER OR OTHER AGENCY THROUGH CONTRACT AND ( O )  N O N - I N T E -  
GRATION WHERE GROWERS REMAIN F I NA N C I A L L Y  AND MANAGER|ALLY  
INDEPENDENT.  THESE INTEGRATION PATTERNS MAY DEVELOP EITHER  
IN ACQUIRING INPUTS SUCH AS FEED OR IN DISPOSI NG OF BROILER 
OUTPUT OR BOTH.  S I NCE  FEED IS THE PR I NC I PA L  INPUT FACTOR 
IN GROWING BROILERS I T  IS USED AS THE MAIN BASIS FOR 
ANALYZING INTEGRATION PATTERNS IN BROILER GROWING.
Wh a t  d o  i n t e g r a t i o n  p a t t e r n s  m e a n  t o  a f a r m e r  who
IS CONTEMPLATING GROWING BROILERS OR TO A GROWER WHO IS 
ALREADY IN BUSINESS? F I R S T ,  INTEGRATION PATTERNS DEMON­
STRATE CERTAIN CHARACTERISTICS SUCH AS HOW FEED IS PRO­
CURED,  HOW I T  IS F I NANCED,  I TS COST,  WHO HAS T I T L E  TO THE 
BROI LERS,  AND HOW RETURNS ARE TO BE ALLOCATED? T H I S  IS A 
MICRO-ECONOMIC APPROACH OR WHERE ONE GROWER AND ONE OEALER 
ARE CONCERNED.  SECOND,  THE INTEGRATION PATTERNS MAY DEMON­
STRATE CHARACTERISTICS THAT ARE OF MACRO-ECONOMIC S I G N I F I C A N C E  
SUCH AS WHY GROWERS INTEGRATE,  HOW MUCH MONOPOLY IS BEING
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CREATED,  HOW ARE FACTOR PRICES DETERMINED,  HOW IS BROILER  
PRODUCTION AND QUALITY AFFECTED,  HOW ARE RETURNS BEING  
D I V I D E D  AMONG THE VARIOUS ECONOMIC GROUPS AND HOW WILL  
BROILER GROWING FARE IN RELATION TO OTHER MEAT ENTERPRISES?
A l l  t h e s e  p o i n t s  c a n n o t  be  a n s w e r e d  a t  p r e s e n t  b u t  t h e
PROPER DEL I NEATI ON AND DI SCUSSION OF INTEGRATION PATTERNS 
IN THE BROILER GROWING ENTERPRISE I TSELF  CAN PROVIDE HY­
POTHESES WHICH LATER CAN BE TESTED E M P I R I C A L L Y .
INTEGRATION PATTERNS 
The  f o u r  p a t t e r n s  o f  i n t e g r a t i o n  i n  b r o i l e r  g r o w i n g
ARE DISCUSSED IN GENERAL TERMS WITHOUT THE USE OF S P E C I F I C  
CASE S T UD I E S ,  AS WERE EMPLOYED IN THE :>PRE VIOUS CHAPTER.  |T  
IS BELIEVED THAT THE CHARACTERISTICS OF THE PATTERNS CAN 
BE SET FORTH IN TERMS WHICH WILL NOT REQUIRE S P E C I F I C  CASE 
I LL U S TR A T I ON S .  THE MICRO-ECONOMIC APPROACH IS U T I L I Z E D  
IN D I SCUSSING THESE VARIOUS I NTEGRATI ONS.
A .  C o m p l e t e  I n t e g r a t i o n  T h r o u g h  Pr o f i t  E n t i t i e s  
T h e r e  a r e  a t  l e a s t  t h r e e  w a y s  i n  w h i c h  c o m p l e t e
INTEGRATION THROUGH PROFIT E N T I T I E S  CAN OCCUR IN BROILER
GROWING,  v i z :  ( I )  Th e  b r o i l e r  g r o w e r  may e s t a b l i s h  h i s
OWN FEED DEALERSHI P,  CHICK HATCHERY OR PROCESSING PLANT 
ON A P RO F I T - T Y PE  B A S I S ,  ( I I ) FEED DEALERS OR OTHER AGENCIES  
MAY VENTURE INTO BROILER GROWING WITH THEI R OWN RESOURCES
a n d  ( i l l )  F e e d  d e a l e r s  or o t h e r  a g e n c i e s  m a y  gr ow  b r o i l e r s
BY FURNISHI NG FARMERS ALL THE NEEDED INPUTS ON CONTRACT.
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T h e  g r o w e r s  u s u a l l y  f u r n i s h  t h e  l a b o r ,  b r o i l e r  h o u s e  a n d
EQUIPMENT ONLY.  FOR T H I S ,  GROWERS RECEIVE A GUARANTEED 
INCOME PER WEEK, PER BIRD OR PER POUND PRODUCED. THERE ARE,  
OF COURSE, MANY MODI F I CATI ONS IN THESE PLANS BUT THE BASIC  
STRUCTURE IS AS SHOWN IN TABLE 1 2 .  THESE THREE SUB-PATTERNS  
IN COMPLETE INTEGRATION THROUGH PROFIT  E N T I T I E S  ARE D I S ­
CUSSED AS f o l l o w s :
I .  An e s t a b l i s h e d  b r o i l e r  r a i s e r  who g r ows  a s u f f i ­
c i e n t  VOLUME OF BIRDS MAY MIX H I S  OWN FEED OR OBTAIN A 
FRANCHISED DEALERSHIP FROM A FEED CONCERN PROVIDED THAT I T  
HAS NO E X I S T I N G  DEALERSHIP IN THE L O CA L I T Y .  |F THERE IS 
A DEALER IN H I S  TRADE AREA,  THE GROWER MAY S T I L L  OBTAIN  
THE FEED DIRECT FROM THE MI LL  BUT THE LOCAL DEALER WILL  
HAVE TO BE PAID H I S  REGULAR " MA RGI N " .  OFTEN,  THE FEED MI LL  
WI LL  REQUIRE THAT THE FEED DEALER-GROWER HANDLE OTHER ITEMS  
BESIDES FEED,  ESPECI ALLY WHEN THE FEED MI LL  HAS A F I NA N C I A L  
INTEREST IN THESE OTHER L I N E S .  SUCH AN ARRANGEMENT RE­
QUIRES A SUBSTANTIAL AMOUNT OF CAPITAL ON THE GROWER’ S 
PART.  I N  GENERAL,  T H I S  SUB-PATTERN IS NOT TOO COMMON IN 
THE BROILER GROWING ENTERPRISE ALTHOUGH I T  HAS ECONOMIC 
P O S S I B I L I T I E S .
On t h e  o t h e r  h a n d ,  s e v e r a l  b r o i l e r  g r o w e r s  ma y
FORM A P R O F I T ,  CAPI TAL STOCK CORPORATION TO ACT AS A FEED 
DEALER BOTH FOR THEI R OWN USE AND FOR PROFIT PURPOSES IN 
DEALING WITH OTHER GROWERS. A CASE OF T H I S  NATURE OCCURRED
i n  N o r t h  C e n t r a l  L o u i s i a n a  w h e r e  a n u m b e r  o f  g r o w e r s  a s s o ­
c i a t e d  FOR THE HANOLING OF FEED MILLED BY A RATHER SMALL
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M I L L I N G  COMPANY. USUALLY,  THE LARGER MILLS ARE SOMEWHAT 
RELUCTANT IN GRANTING FEED FRANCHISES TO ONE OR A GROUP 
OF BROILER GROWERS SINCE MANY DEALERS ARE ALREAOY ESTAB­
LISHED IN THEI R BUSI NESS.  F I NA N C I AL  L I M I T A T I O N S ,  LACK OF 
ACCORD AMONG GROWERS AND RELUCTANCE OF FEED MI LLS TO GRANT 
SUCH FRANCHISES ARE REASONS WHY T H I S  SUB-PATTERN HAS NOT 
DEVELOPED AS WIDELY AS THE THEORY WOULD SUGGEST.  (TABLE 1 2 ,
ITEM A1 ) .
I I .  F e e d  d e a l e r s ,  h a t c h e r i e s ,  p r o c e s s o r s  a n d  o t h e r s
MAY VENTURE INTO BROILER GROWING WITH THEI R OWN RESOURCES.
T h e y  m a y  c o n s t r u c t  t h e i r  own g r o w i n g  f a c i l i t i e s  a n d  m o v e
AT LEAST A PART OF THEIR FEED THROUGH THE BROI LERS.  A 
REGIONAL BROILER STUDY SHOWED THAT ABOUT 3 ^  PER CENT OF 
THE 175  DEALERS STUDIED WERE GROWING SOME BROILERS ON THEI R
k2
OWN F A C I L I T I E S .  T H I S  INVOLVED FEED DEALERS WHO USED
t «
THEI R OWN FEED IN GROWING BROILERS,* HATCHERIES WHICH USED 
THEI R OWN CHICKS OR PROCESSORS WHO PRODUCED THEI R OWN 
BIRDS OR A COMBINATION OF ALL THREE.
A COMPLETE CIRCULARLY INTEGRATED DEALER UNI T  WOULD 
CONSIST OF OWNERSHIP IN A FEED MILL OR FEED STORE,  HATCHERY 
AND EGG FLOCKS; BROILER HOUSES,  PROCESSING PLANT AND A 
RETAI L  OUTLET.  USUALLY THE INTEGRATION I S  NOT T H I S  COM­
PLETE BUT MAY BE BACKWARDS INTO "FEED I NPUT"  ONLY OR, IN 
OTHER CASES,  I T  MAY BE MOSTLY FORWARD AS IN PROCESSING
Up
R e g i o n a l  Po u l t r y  T e c h n i c a l  C o m m i t t e e ,  S c h e d u l e s  
o f  D e a l e r  F i n a n c i n g  o f  Br o i l e r s , 1 9 5 2 »
T a b l e  1 2 .  C h a r a c t e r i s t i c s  o f  I n t e g r a t i o n  Pa t t e r n s  i n  t h e  B r o i l e r  Gr o w i n g  E n t e r p r i s e
INTEGRATION PATTERN
a n d  S u b - P a t t e r n s
Pl a c e
F e e d
Ob t a I NED
A g e n c y
F i n a n c i n g
F e e d
M a i  n
S o u r c e
o f
L a b o r
A .  C o m p l e t e  I n t e g r a t i o n  ( P r o f i t )
♦
1 .  Br o i l e r  g r o w e r  i n t o  d e a l e r s h i p
2 .  D e a l e r  i n t o  own b r o i l e r  g r o w i n g
3 .  D e a l e r  h i r i n g  g r o w e r s
B .  C o m p l e t e  I n t e g r a t i o n  ( N o n - P r o f i t )
1 .  C o o p e r a t i v e  c o n s t r u c t s  own f a c i l i t i e s
2 .  C o o p e r a t i v e  j o i n s  o t h e r  c o o p e r a t i v e s
C .  Qu a s i - I n t e g r a t i o n
M i l l
M i l l
M i l l
Own m i l l  
M i l l
1.  G r o w e r  c o n t r a c t s  w i t h  d e a l e r  e x c l u d i n g  c r e d i t  D e a l e r
2 .  Gr o we r  c o n t r a c t s  w i t h  d e a l e r  i n c l u d i n g  c r e d i t  D e a l e r
D .  N o n - I n t e g r a t i o n
Bank and  m i l l  
Bank  and m i l l  
Ba n k  and m i l l
Own a g e n c y  
Ba n k  or o t h e r
B a n k  or o t h e r  
D e a l e r
M i r e d
H i r e d
H i r e d
Gr owe r
Growe r
Gr o we r
Growe r
1 .  Gr o we r  i s  i n d e p e n d e n t  o f  f e e d  d e a l e r  or
OTHER AGENCY D e a l e r B a n k  or g r o w e r G rowe r
T a b l e  12  ( C o n t i n u e d )
C o s t  of
I n t e g r a t i o n  Pa t t e r n  F e e d  a n d
a n d  S u b - P a t t e r n s ______________________________ S u p p l i e s
A .  C o m p l e t e  I n t e g r a t i o n  ( P r o f i t )
1 .  B r o i l e r  g r o w e r  i n t o  d e a l e r s h i p  Wh o l e s a l e
2 .  D e a l e r  i n t o  own b r o i l e r  g r o w i n g  Wh o l e s a l e  
3 *  D e a l e r  h i r i n g  g r o w e r s  Wh o l e s a l e
B .  C o m p l e t e  I n t e g r a t i o n  ( N o n - P r o f i t )
1.  C o o p e r a t i v e  c o n s t r u c t s  own
F A C I L I T I E S
2 .  C o o p e r a t i v e  j o i n s  o t h e r
COOPERATIVES
C .  Qu a s i - I n t e g r a t i o n
1 .  Gr o we r  c o n t r a c t s  w i t h  d e a l e r
EXCLUDING CREDIT
2 .  Gr o we r  c o n t r a c t s  w i t h  d e a l e r ,
INCLUDING CREDIT
D .  N o n - I n t e g r a t i o n
1 .  Gr o we r  i s  i n d e p e n d e n t  o f  f e e d
DEALER OR OTHER AGENCY
Wh o l e s a l e
Wh o l e s a l e
R e t a i l  
D i s c o u n t
R e t a i l
Re t a i l  or 
r e t a i l
DISCOUNT
T i t l e
t o
B r o i l e r s
D i v i s i o n  o f  Pr o f i t s  
a n d  L o s s e s
G r o w e r - d e a l e r  G r o w e r - d e a l e r ,  1 0 O ? >  
D e a l e r - g r o w e r  D e a l e r - g r o w e r ,  10056 
D e a l e r  G r o w e r ,  f e e  o r  s h a r e
p r o f i t s
D e a l e r ,  IOO56 o r  s h a r e  
p r o f  i t s
Gr o we r  or 
c o o p e r a t i v e  
Gr o we r  or 
c o o p e r a t i v e
G r o w e r ,  10056 o r  f e e - s h a r e  
G r o w e r ,  1 0 0 ^  o r  f e e - s h a r e
Gr owe r Gr o w e r ,  1 0 0 ^
G r o w e r
G r o w e r ,  IOO56 o r
SHARE PROFITS




AND D I S T R I B U T I O N .  MANY LARGE-SCALE DEALERS FOCUS THEIR I N T E ­
GRATION BACKWARDS INTO INPUT BY OPERATING FEED MI LLS  OR FEED 
STORES,  HATCHERIES AND EVEN EGG FLOCKS.  |N D I SPOSI NG OF THEIR  
BROI LERS,  HOWEVER, THEY MAY RELY ON CONTRACTS WITH LARGE PRO­
CESSORS AND,  AT BEST,  ARE ONLY QUAS| - INTEGRATED. THESE POINTS  
ARE IN GENERAL SUBSTANTIATED BY A REGIONAL BROILER FINANCE  
SURVEY.  I N  THE FOUR STATES OF GEORGIA,  M I S S I S S I P P I ,  SOUTH
C a r o l i n a  a n d  V i r g i n i a ,  f r o m  3 3  t °  *+9 pER CENT 0F THE d e a l e r s
OPERATED FEED STORES ONLY; FROM 31 T °  ^5  PER CENT OPERATED 
OR HAD OWNERSHIP IN E ITHER A FEED M I L L ,  HATCHERY OR PROCESS­
ING PLANT; FROM 13 t o  2 b  PER CENT OPERATED OR HAD OWNERSHIP 
IN TWO ALL I ED BUSINESSES SUCH AS A FEED M I LL  AND HATCHERY 
AND FROM 0  TO 7  PER CENT OF THE DEALERS OPERATED OR HAD OWNER­
S H I P  IN THREE UNI TS  SUCH AS A FEED M I L L ,  HATCHERY AND PROCESS­
ING p l a n t .  ( T a b l e  13) .
A l t h o u g h  t h i s  t y p e  o f  d e a l e r  i n t e g r a t i o n  i n  g r o w i n g
BROILERS IS QUITE COMMON, I T  IS USUALLY CONDUCTED ON A SMALL-  
SCALE OR IN COMBINATION WITH OTHER INTEGRATION PATTERNS.  I F  
THE FEED DEALER DESIRED AN OPERATION OF 5 0 0 , 0 0 0  BROILERS PER 
YEAR,  HE WOULD HAVE TO HAVE 2 5  BROILER HOUSES WITH 5 > ° 0 0  
CAPACITY EACH.  USUALLY,  AN INTEGRATED OPERATION OF T H I S  KIND  
IS HELD TO A MAXIMUM OF 2 0 0 , 0 0 0  BROILERS PER YEAR,  DEPENDING 
ON HOW FAR THE INTEGRATION PROCESS CAN BE ECONOMICALLY CARRIED 
THROUGH FEED M I L L S ,  HATCHERIES AND PROCESSING PLANTS.  (TABLE
1 2 ,  I t e m  A 2 ) .
I I I .  F e e d  d e a l e r s  o r  o t h e r  a g e n c i e s  may  g r o w  b r o i l e r s
ENTI RELY OR PARTLY ON CONTRACT WITH FARMERS. T H I S  A C T I V I T Y
13^
T a b l e  1 3 *  E x t e n t  of  C i r c u l a r  I n t e g r a t i o n  b y  F e e d  D e a l e r s  i n  
F o u r  S o u t h e r n  S t a t e s ,  1 9 5 1 - 1 9 5 2 .
T y p e  of  
C i r c u l a r  
I n t e g r a t i o n G e o r g i a M i s s i s s i p p i
S o u t h  
Ca r o l i n a V i r g i n i a
N o .  of  D e a l e r s 51 5 2 27 ^ 5
N o n e  ( f e e d  
s t o r e  o n l y ) k 3
P er  C e n t
4 9 33 ^ 7
On e  u n i t * 31 3 8 ^5 36
Two U N I T S * * ? . k 13 15 15
T h r e e  u n i t s * * * 2 0 7 2
1O0 ' 1 0 0 1 0 0 1 0 0
* R e f e r s  t o  e i t h e r  f e e d  m i l l ,  h a t c h e r y  or p r o c e s s i n g . 
* * M o s t l y  f e e d  m i l l i n g  a n d  h a t c h e r y  c o m b i n e d .
* * * C O M B I N E D  FEED M I L L ,  H A TCHERY  AND P R O C E S S I N G .
MAY BE C O M B I N E D  W I T H  B R O I L E R  GROWI NG ON THE D E A L E R S '  OWN
r e s o u r c e s .  A R e g i o n a l  B r o i l e r  s t u d y  showed t h a t  6 6  o u t  o f  
175  d e a l e r s  i n  G e o r g i a ,  M i s s i s s i p p i ,  S o u t h  C a r o l i n a  and  
V i r g i n i a ,  w e r e  g r o w i n g  b r o i l e r s  e n t i r e l y  o r  p a r t l y  on c o n ­
t r a c t .  T h i s  i n t e g r a t i o n  s u b - p a t t e r n  i s  more  common i n  
G e o r g i a  and V i r g i n i a ,  t h e  t wo  o l d e s t  b r o i l e r  a r e a s  i n  t h e  
S o u t h .  N e w e r  a r e a s  l i k e  T e x a s ,  M i s s i s s i p p i  and L o u i s i a n a
DO NOT REPORT T H I S  PA T T E R N  B E I N G  AS W I D E S P R E A D .  T H E  REASON  
I S  T H A T  B R O I L E R  F I N A N C I N G  U S U A L L Y  GOES THROUGH E V O L U T I O N A R Y  
S T A G E S ,  V I Z :  I N  A NEW AREA GROWERS O P ERATE MORE ON T H E I R
OWN F I N A N C E S  B U T ,  A F T E R  A T I M E ,  T H E Y  TEND TO WANT A S P R E A D I N G
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OR D I V I S I O N  OF R I S K S  W H I C H  FEED D E A L E R S  U S U A L L Y  A S S U M E .
F e e d  d e a l e r s  m a y  " h i r e ” g r o w e r s  t o  p r o d u c e  b i r d s  f o r
THEM AT A S T I P U L A T E D  RATE PER POUND,  PER HEAD OR ON A SAL ARY  
B A S I S .  I n SUCH C A S E S ,  THE GROWER U S U A L L Y  F U R N I S H E S  THE  
B R O I L E R  H O U S E ,  E Q U I P M E N T  AND H I S  LABOR BUT THE DEALER S U P P L I E S  
THE F E E D ,  C H I C K S  AND M E D I C I N E S  AT H I S  OWN R I S K .  THE B R O I L E R  
GROWER’ S R E M U N E R A T I O N  I N C L U D E S  " R E N T "  OF B R O I L E R  HOUSE AND 
E Q U I P M E N T  PLUS A " WAGE"  FOR H I S  L A B O R .  I t DOES NOT I N C L U D E  
ANY " P R O F I T S "  FOR MANAGEMENT S I N C E  THE GROWER S I M P L Y  E X E C U T E S  
THE E N T R E P R E N E U R I A L  D E C I S I O N S  MADE BY THE FEED D E A L E R .  T H I S  
I S  THE E S S E N T I A L  D I F F E R E N C E  BETWEEN A COMPL ET E AND A Q U A S I ­
I N T E G R A T I O N  R E L A T I O N S H I P ,  V I Z :  I N  THE FORMER CASE THERE I S
ONLY ONE E N T R E P R E N E U R  W H I L E  I N  THE L A T T E R  THERE ARE TWO 
E N T R E P R E N E U R S .
T h i s  p a r t i c u l a r  s i t u a t i o n  i s  n o t  q u a s i - v e r t i c a l  i n t e ­
g r a t i o n  B U T ,  I N S T E A D ,  R E P R E S E N T S  COMPLETE FORWARD V E R T I C A L  
I N T E G R A T I O N  ON THE PART OF THE D E A L E R - F I R M  AS I T  MOVES TOWARD 
U T I L I Z I N G  I T S  FEED S A L E S  AS FEED I N P U T S  FOR I T S  OWN B R O I L E R  
GROWI NG E N T E R P R I S E .  T H E  GROWER HAS WI THDRAWN FROM A Q U A S I ­
V E R T I C A L  I N T E G R A T I O N  P A T T E R N  AND HAS BECOME A PART OF A 
V E R T I C A L L Y  I N T E G R A T E D  O P E R A T I O N ,  V I Z :  HE NO LONGER I S  AN
E N T R E P R E N E U R ,  H E N C E ,  THERE I S  NO LONGER A " F I R M "  E X I S T I N G .
T h e r e f o r e ,  t h e  g r o w e r  i s  r e l e g a t e d  t o  t h e  s t a t u s  o f  a l a b o r  
" i n p u t " w h e r e  i n  t h i s  c a s e  " l a b o r " a n d  " m a n a g e m e n t " a r e  
d i v o r c e d .  T h e  g r o w e r ’ s  l a b o r  a s s u m e s  c o n t r a c t u a l  i n p u t  c h a —
R A C T E R J S T I C S .  T H I S  I S  Q U I T E  I M P O R T A N T  NOT ONLY I N  F I R M  T HEORY  
BUT ALSO I N  A C T U A L  ECONOMI C  B E H A V I O R  FOR MANY OF THE FORMER
136
BROILER ENTREPRENEURS ( F I R M S )  HAVE NOW BEEN ABSORBED INTO 
VERTICALLY INTEGRATED OPERATIONS AND REPRESENT A D I S T I N C T  
MOVEMENT AWAY FROM BOTH ATOMI ST I C AND QUASI - 1 NTEGRATED 
OPERATIONS.
V/HAT ARE THE S P E C I F I C  FINANCE PLANS WHICH IN 
EFFECT PLACE GROWERS IN THE ROLE OF "HI RED LABORERS"
RATHER THAN ENTREPRENEURS? THERE ARE AT LEAST FOUR SUCH 
PLANS: (1 )  A WEEKLY INCOME OF FROM $15 TO $25 PER WEEK 
PER 3 ,0 0 0  HOUSE MAY BE GUARANTEED THE GROWER, WITH OR 
WITHOUT BONUS PROVISIONS I F  NET PROFITS EXCEED A PRE­
SCRIBED AMOUNT. F o r  e x a m p l e ,  i t  may be m u t u a l l y  a g r e e d  
BETWEEN THE GROWER AND THE DEALER THAT AFTER ALL EXPENSES 
ARE P A I D ,  INCLUDING WAGES, THE GROWER WILL RECEIVE 5 °  PER 
CENT OF THE PROFITS AND THE DEALER 5 °  PER CENT.  To THE 
GROWER THI S "BONUS" IS NOT PROFIT OR A REWARD TO MANAGE­
MENT BUT RATHER I T  IS A "WAGE I N C E N T I V E "  FOR PERFORMING 
AN E F F I C I E N T  GROWING JOB,  (2 )  A FLAT FEE PLAN MAY BE USEO 
WHERE THE DEALER PAYS THE GROWER-LABORER SO MUCH PER HEAD 
OR PER POUND OF BROILER PRODUCED. USUALLY,  THESE FEES 
RUN FROM 5  T0 9  CENTS PER BROILER AND FROM 2 TO 3 * 5  CENTS 
PER POUND SOLD A L I V E ,  DEPENDING UPON THE NEGOTIATED AGREE­
MENT,  ( 3 )  A FEED CONVERSION PLAN MAY BE USED WHERE A 
GROWER-LABORER IS PAID A CERTAIN FEE ACCORDING TO A 
PREDETERMINED FEED CONVERSION R A T I O .  FOR EXAMPLE,  I F  
THE BROILERS CONVERT FEED INTO L I V E  POUNDAGE AT A 3  TO 1 
R A T I O ,  THE GROWER-LABORER WILL RECEIVE CENTS PER BROILER
s o l d .  H o w e v e r ,  i f  t h e  b i r d s  c o n v e r t  a t  a 3 * 5  t o  1 r a t i o ,
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THE GROWER WOULD RECEIVE ONLY 5  CENTS PER BROI LER.  ON 
THE OTHER HAND, I F  THE BIRDS CONVERTED AT A 2 . 5  TO 1 
R A T I O ,  THE GROWER COULD GET,  HYPOTHETICALLY,  9  CENTS PER
B I R D  AND ( H )  S h a r e  p l a n s  m a y  b e  u s e d  p r o v i d e d  t h e  i n p u t
FACTORS SUPPLIED BY THE DEALER AND THE T I T L E  TO THE BROILERS  
REMAIN WITH THE OEALER.  |N SUCH CASES,  PROFITS ARE USUALLY 
D I V I D E D  9 0  PER CENT TO THE GROWER AND 10  PER CENT TO 
THE DEALER AFTER ALL COSTS HAVE BEEN MET.  IN CASE OF 
LOSSES,  BOTH THE DEALER ANO GROWER LOSE WHAT EACH HAS 
CONTRIBUTED (TABLE 1 2 ,  ITEM A3) .
T h i s  s y s t e m ,  b y  w h i c h  d e a l e r s  h i r e  g r o w e r s ,  i s
WIDESPREAD.  IT REPRESENTS A GRADUAL TRANSFORMATION OF 
BROILER GROWER FIRMS FROM A QUASI - INTEGRATEO R ELATI ONSHI P  
WITH THE FEED DEALER TO A COMPLETELY INTEGRATED RELATI ON­
S H I P  o r  f u s i o n .  W h a t  a r e  s o m e  o f  t h e  a d v a n t a g e s  a n d
D I S A D V A N T A G E S  OF SUCH A S Y S T E M AND HOW DOES I T  OPERATE  
I N  A C T U A L  B R O I L E R  GROWI NG O P E R A T I O N S ?
S o m e  i n d u s t r y  p e o p l e  c r i t i c i z e  t h e  d e a l e r - h i r e d
LABOR PLAN AS FOLLOWS: ( l )  THESE CONTRACTS TEND TO MAKE
A "SHARECROPPER” OUT OF THE GROWER, ( 2 )  THE QUALITY OF 
BIRDS I S  POOR SINCE THE GROWER HAS L I T T L E  I N C E N T I V E ,  ( 3 )
T h e s e  c r e d i t  p r a c t i c e s  e n c o u r a g e  " o v e r - p r o d u c t i o n " o f
BROI LE RS ,  AND ( k )  SUCH CONTRACTS MAKE I T  D I F F I C U L T  FOR 
THE INDEPENDENT GROWERS. FOR EXAMPLE,  A PROCESSOR MAY 
BE W I L L I N G  TO ABSORB A LOSS ON THE GROWING OPERATION IN 
ORDER TO INSURE AN ADEQUATE SUPPLY FOR OPERATING THE 
PROCESSING PLANT AT FULL CAPAC I T Y .  THE PROCESSOR MAKES
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H I S  PROFIT ON THE PROCESSING AND MARKETING PHASE.  THE 
FEED DEALER MAY BE W I LL I NG  TO ABSORB A LOSS ON THE GROW­
ING OPERATION IN ORDER TO SELL A LARGE TONNAGE OF FEED.
I t a p p e a r s  t h a t  t h e s e  s o - c a l l e d  ’’ u n s o u n d ” c r e d i t  p r a c t i c e s
MAY CONTINUE AS LONG AS THE "LOSS” ON THE GROWING OPERATION 
IS NOT GREATER THAN THE " P R O F I T ” FROM THE PROCESSING OR 
THE SALE OF FEED AND OTHER SUPPLI ES TO THE GROWER.
IN DEFENSE OF HIRED LABOR PLANS,  FEED DEALERS 
AND OTHERS MAI NT AI N THAT:  ( l )  THEY ARE FORCED TO OFFER
SUCH PLANS TO MEET COMPETITORS WHO APPEAR AS CONSTANT 
THREATS TO THE CASH OR QUASI - 1NTEGRATED DEALER,  ( 2 )  |N 
AN INTEGRATED OPERATION,  DEALERS MAY USE SURPLUS CHICKS  
FROM THE HATCHERY OPERATION AND CONTRACT THEM TO "GROWERS” ,
( 3) I t  i s  an e f f o r t  t o  s t a b i l i z e  p r o d u c t i o n  and t h u s
S T A B I L I Z E  FEED SALES AND THE L I K E ,  ( k )  I T  M AI NT AI NS  THE
d e a l e r ’ s c o n t a c t  w i t h  t h e  p r o c e s s i n g  p l a n t  or o t h e r
MARKET OUTLETS BY HAVING A CONTINUOUS SUPPLY OF BIRDS
an d  ( 5) M o s t  p l a n s  g u a r a n t e e  t h e  g r o w e r  a minimum i n c o m e ,
WHICH REDUCES SOME OF H I S  RISKS IN BROILER PRODUCTION.
I n ACTUAL OPERATIONS,  THE FEED DEALER IS OFTEN 
FORCED INTO THESE HIRED LABOR PLANS BECAUSE OF PRICE  
FLUCTUATIONS IN THE BROILER MARKET.  To THE GROWERS, LOW 
PRICES CREATE SEVERE RISKS IN GROWING BROI LERS.  RETURNS 
SOMETIMES DO NOT EVEN COVER CASH OR VARIABLE COSTS.  FOR 
THE DEALER TO M AI NT AI N BOTH HI S  FEED SALES AND THE BROILER 
ENTERPRISE IN H I S  AREA,  I T  IS NECESSARY FOR HIM TO I N T E ­
GRATE VERTI CALLY BY "CONTRACT” WHERE THE DEALER " H I R E S ”
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THE GROWER AND "RENTS" H I S  BROILER HOUSE.  THE BROILER 
GROWING INPUTS ARE PLACED IN THE GROWER'S HOUSE AT THE 
DEALER'S L I S T  PRICE WHICH ARE CONSIDERABLY BELOW THE 
REGULAR RETAI L  PRICES PREVIOUSLY CHARGED THE GROWER UNDER 
Q U A S I - I N T E G R A T I O N .  DEPENDING ON PRODUCTION E F F I C I E N C Y ,
LABOR COST AND THE PRICE OF BROILERS,  THE DEALER MAY 
THEN BE ABLE TO EXTRACT VARYING MARGINS FOR THE FEED,
CHICKS AND MEDI CI NES HE HAS S UP PL I E D .
U n d e r  a h i r e d  l a b o r  p l a n ,  t h e  a v e r a g e  d e a l e r  may
GROW BROILERS FOR ABOUT 2 2  CENTS PER POUND, WITH INPUTS 
AT L I S T  PRICE (TABLE l 4 ) .  I f BROILER PRICES ARE 25  CENTS-  
PER POUND, THEN ABOUT 3 CENTS PER POUND OR 9 CENTS PER 
BIRD IS AVAILABLE AS "MARGIN" FOR FEED,  CHICKS AND M E D I ­
C I N E S ,  EXCLUDING LABOR SINCE THAT HAS BEEN P A I D .  OF THI S  
NINE CENT "MARGI N" ,  6 . 3  CENTS MAY BE ALLOTED AS "FEED 
MARGIN" ,  2 . 2  CENTS FOR " C H I C K "  MARGIN AND «5 CENTS AS 
MARGIN FOR "OTHER S U P P L I E S " .  BY ALLOCATION,  T H I S  WOULD 
AMOUNT TO A MARGIN OF $ » 7 °  PER POUND BAG OF FEEDJ 1 . 8
CENTS PER CHICK RAISED AND 16♦7  CENTS MARGIN FOR EVERY $ 1 . 0 0  
INVESTMENT IN MEDI CI NES AND OTHER S U P P L I E S .
I F  THE GROWER HAD PRODUCEOC, BROILERS UNDER QUASI ­
INTEGRATION AND RECEIVED 2 5  CENTS PER POUND FOR L I VE  
BROILERS,  HE WOULD HAVE NETTED ONE CENT PER POUND OVER 
CASH OR VARIABLE COSTS BUT LOST ONE CENT PER POUND OVER 
TOTAL COSTS (TABLE 1 5 ) «  UNDER OPEN ACCOUNT OR Q U A S I - I N T E ­
GRATION,  THE GROWER WOULD HAVE GOTTEN $ . 0 1  PER POUND FOR 
H I S  LABOR AND F I XED COSTS WHILE PROVIOING THE DEALER WITH
1^0
T a b l e  11* .  E s t i m a t e d  C o s t s  a n d  R e t u r n s  i n  C o m p l e t e  V e r t i c a l  
- Gr o w i n g  of  B r o i l e r s  b y  F e e d  D e a l e r s .
I t e m
U n i t
PR I C E
U n i t s
U s e d
p e r
B i r d
T o t a l
C o s t
p e r
B i r d ($_)_
C o s t
p e r
L b . t $ )
P er  C e n t  
of  T o t a l  
C o s t
F e e d ^.75 9 L B S . • }+3 . 1^ 6k
C h i c k s .12 1 . 2  C H I C K S . 1 4 .05 2 3
L a b o r .02 3 u . .06 .02 9
Ot h e r * * . 0 3 .01 k
T o t a l * * .66 .22 100
$ • 7 5  MARGIN PER SACK OF FEED;  3  CENTS PER CHICK AND A 
COMFORTABLE MARGIN ON S U P P L I E S .
T h e  i m p o r t a n t  p o i n t  h e r e  i s  t h a t  u n d e r  a c o m p l e t e
V ER T I C A L L Y  INTEGRATED ARRANGEMENT,  THE GROWER GETS TWO 
CENTS PER POUND FOR GROWING BROILERS WHICH IS ALSO A 
GUARANTEED WAGE. ON THE OTHER HAND,  UNDER A Q U A S I -
• ; r
V ER T I CAL  INTEGRATION PATTERN AND HAVING TO TAKE THE 
DE A L E R ' S  L I S T  PR I CE S,  THE GROWER WOULD HAVE ONLY NETTED 
ONE CENT PER POUND FOR H I S  LABOR OR A DIFFERENCE OF ABOUT 
$ 8 0  IN FAVOR OF COMPLETE VERT IQAL INTEGRATION DURING A 
1 0 - W E E K ' P E R I O D .
I f b r o i l e r  p r i c e s  a p p e a r  t o  b e  l o w ,  t h e  g r o w e r
I S  BETTER OFF TO PRODUCE BROILERS FOR DEALERS BECAUSE 
HE HAS TO PAY TOO MUCH FOR H I S  INPUT I TEMS.  | F  I T  APPEARS 
THAT PRICES ARE GOING TO BE 2 5  CENTS PER POUND AND OVER,  
THEN,  THE GROWER IS L I K E L Y  TO FARE BETTER ON H I S  OWN
1*n
T a b l e  1 5 *  E s t i m a t e d  C o s t s  a n d  R e t u r n s  i n  Q u a s i - V e r t i c a l  
P r o d u c t i o n  o f  B r o i l e r s  b y  G r o w e r s . . ] /
I t e m
U n i t s  
U n i t  Us e d  
Pr i c e ( $ ) p e r  
B l RD
T o t a l
C o s t
p e r
B i r d ( $ )
T o t a l
C o s t
p e r
L b . ( $ )
P er  C e n t  
of  T o t a l  
C o s t
F e e d 5 . 5 0 9 l b s . .1(95 . 1 7 6 5
C h i c k s . 1 5 1.2 .180 .06 23
L a b o r .02 3 u. .060 .02 8
Ot h e r * * .Ol+O .01 k
T o t a l * ¥■ .775 . 2 6 2 / 1 0 0
• ^ N  OPEN-ACCOUNT PLAN AND BEFORE S H I F T I N G  TO GUARANTEED-  
INCOME PLAN.
■ ^ V a r i a b l e , c o s t s  e q u a l  2 k  c e n t s  a n d  f i x e d  c o s t s  t w o  c e n t s .
ACCOUNT OR UNDER QUASI - 1NTEGRATI  ON EVEN I F  H I S  GROWING 
COSTS ARE H I GH .
I f p r i c e s  h a d  f a l l e n  t o  2 2  c e n t s  p e r  p o u n d ,  t h e
DEALER’ S COSTS,  IN THE MAI N,  WOULD HAVE BEEN COVERED 
SINCE H I S  FEED,  CHICKS AND SUPPLI ES WERE SOLD AT COST.
IN A D D I T I O N ,  H I S  GROWERS WOULD HAVE EARNED A WAGE OF 
ABOUT $ l 6 0  PER HOUSE OF BROILERS AND WOULD HAVE
APPEARED ANXIOUS TO GROW ANOTHER BROOD. ALSO,  UNDER 
COMPLETELY INTEGRATED OPERATIONS,  THE DEALER MAY NOT HAVE 
FARED BADLY EVEN I F  PRICES HAD DROPPED TO 2 0  CENTS.  WHILE  
THE DEALER WOULD HAVE LOST TWO CENTS PER POUND OF BROILER  
PRODUCED, HE MAY HAVE MIXED H I S  OWN FEED;  OR HE MAY HAVE
1 k2
INCUBATED H I S  OWN EGGS LEAVING HIM A MARGIN ON T H I S  IN 
A D D I T I ON TO' R E AL I Z I N G  A SUBSTANTIAL PROFIT ON DRESSING 
OPERATIONS.  IF SUCH WERE PERFORMED.
IN BROILER PRODUCTION,  I T  IS NOT SIMPLY ONE SEG­
MENT THAT HAS TO BE APPRAISED NOR ONE TIME PERIOD.  ANAL­
Y S I S  MUST BE BUI LT  ON THE OVER-ALL POSI T I ON OF THE FIRM  
AND HOW I T  FARES IN A DYNAMIC SENSE THROUGH SEVERAL TIME  
PERIODS.  TO THE GROWERS, THESE HIRED LABOR ARRANGEMENTS 
MEAN THAT HE CAN U T I L I Z E  H I S  B U I L D I N G S ,  EQUIPMENT AND 
LABOR AT A CONSERVATIVE BUT SAFE MARGIN EVEN IF PRICES  
ARE LOW. T h e  DEALER,  PROVIDED HIS CREDI T  SOURCES CONTINUE,  
STANDS TO MA I NT A I N  H I S  SALES AND MARKET CONTACTS IN A D D I ­
T ION TO THE CHANCE THAT PRICES MAY R I S E .
S u m m a r y
T h e  d e p r e s s e d  p r i c e s  f o r  l i v e  b r o i l e r s  d u r i n g
195*1 LED MANY FEED DEALERS AND GROWERS INTO COMPLETE 
INTEGRATION SO THAT THEY COULD CONTINUE SELLING THEI R  
FEED AND SUPPLI ES AND THUS BE IN A GOOD P OSI T I ON WHENEVER 
BROILER PRICES ROSE TO MORE "NORMAL11 L E V EL S .  MOST DEALERS 
WERE J U S T I F I E D  IN TAKING T H I S  POSI T I ON SINCE BROILER PRICES  
ROSE TO NEW HIGHS DURING THE F I R S T  F I VE  MONTHS OF 1 9 5 5 *
M a n y  b r o i l e r  g r o w e r s  w h o  w e r e  p r o d u c i n g  b i r d s  e i t h e r  i n
Q U A S I - I N T E G R A T I O N  OR NON- I  NTEGRATI  ON DECIDED TO S H I F T  
TOWARD COMPLETE INTEGRATION AND BECOME PART OF THE FEED 
DEALER' S OPERATION.  S I NCE MANY OF THESE GROWERS COULD 
MAKE L I T T L E  P R O F I T ,  I F  ANY,  BY PRODUCING BROILERS THEMSELVES,
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THEY DECIDED INSTEAD TO GROW THEM FOR THE FEED DEALER AT A 
STIPULATED RATE PER POUND, PER BIRD OR ON A PER WEEK B A S I S .
T h e  f e e d  d e a l e r  d i d  n o t  h a v e  m u c h  c h o i c e  i n  t h i s  m a t t e r  s i n c e
BROILER PRICES WERE DEPRESSED AND MANY OF HI S  GROWERS, I F  NOT 
ALL,  WERE LOSING MONEY GROWING BROI LERS.  BY H I R I N G  PRODUCERS 
TO GROW BROILERS,  DEALERS HOPED TO " R I D E - O U T  THE ECONOMIC 
STORM” BY MA I NT A I NI NG FEED SALES,  MARKET CONTACTS AND CREDIT  
SOURCES.  BY INTEGRATI NG,  BOTH FORWARDS AND BACKWARDS, AND BY 
D I S T R I B U T I N G  SOME OR ALL THE LOSSES OVER NUMEROUS ENTERPRISES  
THE DEALER EXPECTED,  IN THE AGGREGATE, TO SUSTAIN H I S  ENTER­
P R I S E .  E c o n o m i c  l o s s e s  i n  g r o w i n g  b r o i l e r s  c o u l d  be r e c o v e r e d
I N  P R O C E S S I N G  AND D I S T R I B U T I N G  OR AT SOME OTHER PLACE I N  THE  
I N T E G R A T E D  P R O C E S S .
B .  Co m p l e t e  I n t e g r a t i o n  T h r o u g h  
N o n - P r o f i t  E n t i t i e s
T h e r e  a r e  a t  l e a s t  two  w a y s  i n  w h i c h  c o m p l e t e  i n t e ­
g r a t i o n  THROUGH NON- PROFI T  E N T I T I E S  CAN OCCUR IN BROILER
g r o w i n g : ( 1 )  B r o i l e r  g r o w e r s  ma y  f o r m  a c o o p e r a t i v e  a s s o c i a ­
t i o n  WHICH VENTURES ON ITS OWN RESOURCES INTO FEED M I L L I N G ,  
CHICK HATCHING,  PROCESSING ANd / oR F I N A N C I N G .  T H I S  ENABLES 
THE GROWERS TO INTEGRATE BOTH HORIZONTALLY AND VERTI CALLY FOR 
THEI R OWN ECONOMIC B E N E F I T ,  HENCE A NON-PROFI T  E NT I TY  AND ( 2 )
B r o i l e r  g r o w e r s  m a y  f o r m  a c o o p e r a t i v e  a s s o c i a t i o n  w h i c h  j o i n s
ESTABLISHED COOPERATIVES IN FEED M I L L I N G ,  CHICK HATCHING,  
PROCESSING AND/OR F I N A N C I N G .  THE LATTER METHOD REQUIRES  
CONSIDERABLY LESS RESOURCES AND PERMITS QUICK ORGANIZATION  
AND FUNCTIONING {TABLE 12, ITEMS B1 AND B 2 ) .  SI NCE T H I S
TYPE OF INTEGRATION I S  THE MOST PREVALENT IN L O U I S I A N A ,  IT  IS 
DISCUSSED FROM THE STANDPOINT OF GROWER-COOPERATIVE RELATI ON­
S H I P S .  B r i e f  a c c o u n t s  o f  b r o i l e r  g r o w e r - c o o p e r a t i v e  i n t e ­
g r a t i o n  i n  Ge o r g i a  a n d  V i r g i n i a  a r e  a l s o  p r e s e n t e d .
B r o i l e r  C o o p e r a t i v e s  i n  L o u i s i a n a
T h e  d e v e l o p m e n t  o f  b r o i l e r  c o o p e r a t i v e s  i s  a r a t h e r
RECENT INNOVATION IN L O U I S I A N A .  T H E I R  DEVELOPMENT NEITHER  
PRECEDED BROILER EXPANSION NOR DEVELOPED ALONG WITH I T  BUT 
CAME AFTER THE BROILER AREAS HAD BEEN DEVELOPED BY PRIVATE  
FEED DEALERS AND OTHERS.  CO-OPS WERE ORGANIZED TO CORRECT 
SOME OF THE ABUSES THAT HAD ARISEN FROM RAPID BROILER EXPANSION.
F r o m  F e b r u a r y  1951 t o  A p r i l  1 9 5 5 *  N i NE NEW b r o i l e r
FEED COOPERATIVES WERE ORGANIZED IN OR SERVED L OUI S I A NA WHILE  
THREE ESTABLISHED COOPERATIVES TOOK ON THE D I S T R I B U T I O N  OF 
COOPERATIVELY MILLED POULTRY FEEDS.  BY A P R I L  1 9 5 5 *  TEN 0F 
THE TWELVE COOPERATIVES REMAINED IN OPERATION.  THESE ARE 
LOCATED AT ASHLAND,  MARTHAVILLE AND NATCHITOCHES (NATCHITOCHES
P a r i s h ) ;  P i n e v i l l e  ( R a p i d e s ) ;  P o l l o c k  ( G r a n t  P a r i s h ) ;  A t h e n s  
( C l a i b o r n e ) ;  R o s e p i n e  ( V e r n o n ) ;  M a n y  ( S a b i n e ) ;  S h r e v e p o r t  
( C a d d o ) ;  a n d  R a y v i l l e  ( R i c h l a n d  P a r i s h ) .  T h e  o r g a n i z a t i o n
WHICH WAS INSTRUMENTAL IN ESTABLI SHI NG THESE COOPERATIVES BY
s u p p l y i n g  t h e m  f e e d  w a s  t h e  M . F . A .  M i l l i n g  C o m p a n y ,  S p r i n g f i e l d ,  
M i s s o u r i ,  w h i c h  i s  a c o o p e r a t i v e  f e e d  m i l l i n g  c o m p a n y ,  d i s ­
c u s s e d  i n  C h a p t e r  I I I .  T h e  l o c a l  c o o p e r a t i v e s  i n  L o u i s i a n a
ARE ALL ORGANIZED AND INCORPORATED UNDER LOUI S I A NA LAW.
T h e  f a c t  t h a t  t h e s e  L o u i s i a n a  c o o p e r a t i v e s  h a v e  h a d
TRADING RELATIONS WITH MFA,  HOWEVER, DOES NOT PRECLUDE THEM
i
FROM PURCHASING FEED COOPERATIVELY E ITHER FROM OTHER COOPERA­
T I V E  FEED MILLS'  OR FROM PRIVATELY OPERATED,  PROF I T - T Y PE  M I L L I N G  
F I R M S .  T he LATTER S I T U A T I O N  I S  NOT COMMON BECAUSE PROPRIETARY  
M I L L I N G  FIRMS SELDOM GRANT A FEED FRANCHISE TO A BROILER GROWERS1 
COOPERATIVE.  BUYING FEED FROM A COOPERATIVE MI LL  MAY ENABLE THE 
LOCAL CO-OP TO OBTAIN PATRONAGE D I V I D E N D S  ON I TS  OPERATIONS 
WHICH IS AN ADDIT I ONAL SAVING TO ITS MEMBERS. THE COOPERATIVE  
FEED M I LL  MAY BE HELPFUL ALSO IN PURCHASING USED FEED SACKS 
AND A SSI ST  THE MEMBERSHIP IN VARIOUS OTHER WAYS. HOWEVER, ' I N  
FI NANCING BROILER OPERATIONS,  THE COOPERATIVE FEED MI LL  IS OF 
LESS HELP BECAUSE OF I TS EMPHASIS ON CASH- TRADI NG.  F I N A N ­
CING ARRANGEMENTS HAVE TO BE MADE BY THE GROWER, WITH OR WI T H ­
OUT THE ASSISTANCE OF THE LOCAL COOPERATIVE.
T he  f e e d  c o o p e r a t i v e s  i n  L o u i s i a n a  a r e  o r g a n i z e d  on
A N O N- P R O F I T ,  NON-STOCK BASIS WITH MEMBERSHIP FEES RANGING 
FROM $ 2 . 5 0  TO $ 2 5 . 0 0  PER MEMBER. ANY AGRICULTURAL PRODUCER 
MAY JOI N THESE COOPERATIVES ALTHOUGH THE HANDLING OF POULTRY 
AND,  IN SOME CASES,  DAIRY FEEDS ARE THE PRI NCI PAL  FUNCTIONS  
OF THESE ORGANI ZATI ONS.  UNDER LOUI S I A NA LAW, AT LEAST TEN 
PRODUCERS ARE REQUIRED TO FORM A COOPERATIVE ALTHOUGH THEY 
NEED NOT BE ALL BROI LER,  EGG OR DAIRY PRODUCERS. FROM THESE 
TEN OR MORE PRODUCERS, AT LEAST F I VE  OF THEM ARE NEEDED TO
s e t  u p  A B o a r d  o f  D i r e c t o r s  t o  g o v e r n  t h e  a f f a i r s  o f  t h e  
a s s o c i a t i o n .  T he  n e x t  s t e p  i n v o l v e s  f i l i n g  a n  a p p l i c a t i o n
FOR A CHARTER WITH THE SECRETARY OF STATE AND WITH THE PARISH
C l e r k  o f  C o u r t .  A c h a r t e r  f i l i n g  f e e  o f  a t  l e a s t  $10 mu s t
ACCOMPANY THE APPLI CATI ON TO THE SECRETARY OF S TA T E .  AFTER
M
THE CHARTER IS RECEI VED,  THE BY-LAWS ARE ADOPTED AND THE 
COOPERATIVE ORGANIZATION IS READY TO OPERATE.
F i n a n c i n g  t h e  c o o p e r a t i v e  o r g a n i z a t i o n  i t s e l f  i s
USUALLY DONE THROUGH CHARGES OF FROM TEN TO TWENTY CENTS 
PER SACK OF FEED.  SURPLUSES,  I F  ANY,  THAT ACCRUE FROM THE 
HANDLING CHARGES ARE D I V I D E D  AT THE END OF EACH F ISCAL YEAR 
IN PROPORTION TO THE PATRONAGE OF THE MEMBER. THE REFUND 
MAY BE IN CASH PAYMENT OR ITS EQUIVALENT IN BOOK CREDIT OR 
EQUITY C E R T I F I C A T E S .  FOR CAPITAL INVESTMENTS OF A LONG-TERM 
NATURE,  LOANS MAY BE NEGOTIATED WITH PRIVATE BANKS, THE
Bank  f o r  F a r m e r s ’ C o o p e r a t i v e s  in  New O r l e a n s  o r  by b o r r o w ­
i ng  FROM THE MEMBERS. As THE COOPERATIVES ASSUME MORE 
FUNCTI ONS,  THEY MAY MARK-UP M E D I C I N E S ,  EQUIPMENT AND SUPPLI ES  
FROM 10  TO 15 PER CENT WHICH MAY ALSO PROVIDE PATRONAGE 
REFUNDS AFTER OPERATING EXPENSES ARE MET.  NON-MEMBER 
BUSINESS MAY BE DONE BUT IT  MUST NOT EXCEED THE VALUE OF
MEMBER BUSI NESS.  |F  REFUNDS ARE NOT PAID TO THE NON-MEMBERS,
THE COOPERATIVE MUST PAY,FEDERAL INCOME TAXES ON T H I S  AMOUNT.
Mo s t  p o u l t r y  f e e d  c o o p e r a t i v e s  a r e  f a c e d  w i t h  t h e
PROBLEM OF EITHER SELLING FEED BELOW THE PRICE CHARGED BY 
FEED DEALERS OR BY SELLING AT THE SAME PRICE AND REFUNDING 
THE SURPLUS ABOVE COST OF HANDLING TO THEI R PATRONS AT THE 
END OF THE F I SCAL YEAR.  As A RULE,  COOPERATIVES WOULD DO 
WELL TO CONSIDER SELLING AS LOW AS POSSIBLE AND PRICE FEED 
INDEPENDENTLY OF THE FEED DEALER.  T H I S  WILL STIMULATE GREATER 
SCRUTINY OF FEED MARGINS AND PRI CES.
T h e r e  a r e  s e v e r a l  s t a g e s  i n  t h e  d e v e l o p m e n t  of  p o u l t r y
FEED COOPERATIVES IN L O U I S I A N A .  THESE STAGES MAY BE BROADLY 
C L A S S I F I E D  AS FOLLOWS: STAGE 1 -  HANDLING FEED ONLY WITH NO
WAREHOUSE OR OTHER F I XED F A C I L I T I E S .  I n THI S GROUP BELONG 
THE COOPERATIVES LOCATED IN P l N E V I L L E ,  POLLOCK, ASHLAND AND
A t h e n s .  S t a g e  2  -  H a n d l i n g  f e e d  a n d  v a r i o u s  s u p p l i e s  w i t h
WAREHOUSING,  SUPPLY STORE OR OTHER F IXED F A C I L I T I E S .  IN T H I S  
GROUP BELONG:. THE NATCHITOCHES,  R A Y V I L L E ,  SHREVEPORT AND
R o s e p i n e  c o o p e r a t i v e s .  S t a g e  3 “ O p e r a t i o n s  w h e r e  f e e d ,
CHICK AND SUPPLI ES ARE PURCHASED; WAREHOUSING AND VARIOUS  
OTHER F IXED F A C I L I T I E S  ARE PROVIDED PLUS THE COOPERATIVE 
SALE OF BROILERS AND RELATED SER VI CES.  I N  T H I S  GROUP MAY 
BE PLACED THE CO-OPS AT MANY AND MARTHAVILLE,  L O U I S I A N A .
T he  VOLUME OF BUSINESS TRANSACTED BY EACH COOPERATIVE FROM 
1951 TO 1 9 5 4  AND THE PATRONAGE D I V I DEN DS  EARNED ARE SHOWN
i n  T a b l e  16.
S t a g e  1 .
A f t e r  t h e  c o o p e r a t i v e  i s  s e t  u p  a n d  o f f i c e r s  a r e
ELECTED,  FEED ORDERS FROM VARIOUS MEMBERS ARE POOLED AND 
TAKEN BY THE SECRETARY-TREASURER OR BY ANOTHER ELECTED OR 
APPOINTED PERSON. IN ANY EVENT,  FEED ORDERS AMOUNTING TO 
AT LEAST ONE FREIGHT CAR ( 6 0 0  SACKS) MUST BE PURCHASED FOR 
ECONOMY IN SHI PMENT.  THEN,  THE ORDER IS FORWARDED TO THE 
COOPERATIVE FEED M I L L ,  SUCH AS MFA IN THE CASE OF LOUI SI ANA  
COOPERATIVES.  WHEN THE FEED IS RECEI VED,  THE PERSON IN CHARGE 
OF THE ORDER RECEIVES PAYMENT FROM THE PRODUCERS W I T H I N  A
iU8
f e w  d a y s . Pr o d u c e r s  m u s t  p a y  t h e  f . o . b . m i l l  p r i c e  p l u s
F R E I G H T  CHARGES AND ANY D E L I V E R Y  CHARGES FROM THE F R E I G H T  CAR 
TO THE P R O D U C E R ’ S F A R M .  | N  SOME C A S E S ,  THE GROWER HAS THE  
O P T I O N  OF E I T H E R  G E T T I N G  THE FEED AT THE F R E I G H T  CAR I N  H I S  
OWN V E H I C L E  OR H A V I N G  I T  D E L I V E R E D  TO H I S  FARM FOR ABOUT 10  
C E N T S  PER S A C K .
U n d e r  t h e s e  c o n d i t i o n s ,  t h e  c o o p e r a t i v e  owns  no
F A C I L I T I E S  AND MAY HAVE L I T T L E  OR NO D I R E C T  E X P E N S E S  FOR 
L A B O R .  T h e  M A I N  I T E M  HANDLED I S  FEED W I T H  A L L  OTHER S U P P L Y  
I T E M S  AND S E R V I C E S  B E I N G  L E F T  TO THE R E S P O N S I B I L I T Y  OF THE  
I N D I V I D U A L  GROWERS.  I T  I S  O B V I O U S  T HAT  A S U F F I C I E N T  NUMBER  
OF GROWERS ARE N E C E S S A R Y  FOR PROMPT O P E R A T I O N  S I N C E  I T  MAY 
TAKE TOO LONG TO POOL A CARLOAD OF FEED WHEN THERE ARE ONLY  
A FEW MEMBERS I N  THE U N I T .  THE COST PER SACK FOR P O O L I N G  
AND E X E C U T I N G  FEED ORDERS I S  AROUND TWO C E N T S .  | F  H I G H E R  
CHARGES ARE M AD E ,  THEN THE S U R P L U S  ACCRUES FOR L A T E R  R E F U N D .
| N  T H I S  S T A G E ,  C O N T RA C T S  • W I T H  C E R T A I N  PERSONS ARE OF T EN USED  
TO PERFORM THE TASK OF O R D E R I N G  AND D E L I V E R I N G  FEED BUT UNDER  
THE CONTROL OF THE C O O P E R A T I V E  U N I T .  SUCH AN O P E R A T I O N  I S  
R E F E R R E D  TO AS A “ C O NT RACT  M E R C H A N T ” WHERE T H I S  AGENT D E L I V E R S  
F EED FOR SO MUCH PER SACK OVER THE M I L L  P R I C E  PLUS F R E I G H T .
T h i s  i s  u s u a l l y  a r o u n d  $.25 p e r  s a c k .  The c o n t r a c t  m e r c h a n t
K E E P S  A PATRONAGE RECORD WH I C H  HE TURNS OVER TO THE S E C R E T A R Y
o f  t h e  C o o p e r a t i v e ’ s Bo a r d  o f  D i r e c t o r s .  P a t r o n a g e  r e f u n d s
FROM THE PARENT C O O P E R A T I V E  FEED M I L L  ARE S E N T  D I R E C T L Y  TO
t h e  S e c r e t a r y  who i n  t u r n  p a s s e s  t h e s e  d i v i d e n d s  t o  t h e  p a t r o n s .
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T a b l e  16.  S t a t u s  o f  L o u i s i a n a  P o u l t r y  F e e d  C o o p e r a t i v e s ,  
F e b r u a r y  1 9 5 1  t o  J u n e  1 9 5 ^ *
D o m i c i l e
C w t •  B a g s  
o f ' F e e d  
U s e d
( N o . )  ..
T o t a l  
P a t r o n a g e  
E q u i t y  
. _ ( * )
C a s h
Dl V I D E N D S
Pa 1 d
m
E q u i t y  
N o t  P a i d  
B u t  E a r n e d  
( * )
A s h l a n d 12,075 2,692 1 , 2 2 4 1 , 4 6 8
A t h e n s l i t ,  077 2 , 3 8 4 1 , 0 4 7 1 , 3 3 7
M a n y 129,309 2 4 , 9 1 4 1 0 , 4 4 5 i 4,469
M a r t h a v i l l e 105,798 2 1 , 5 * 1 3 7 , 5 7 7 1 3 , 9 6 6
N a t c h i t o c h e s 5,859 1 , 3 0 3 609 694
P o l l o c k 10,123 2,292 1,061 1,231
R a y v i l l e M > » 3 9 4 8 430 518
S h r e v e p o r t 9 5 , 9 ^ 1 7 , 4 8 8 6 , 9 5 3 1 0 , 5 3 5
L o g a n s p o r t ! / 29,230 5 , 5 1 2 2,092 3,^20
R o s e  p 1n e ^ / * * * *
P i n e v  i l l e ^ / * * ■* *
T o t a l 4 0 7 , 0 2 8 79, 0763/ 31, 438V >17,638
• 1 / n o w  m e r g e d  w i t h  S h e l b y  C o u n t y  C o o p e r a t i v e  i n  C e n t e r ,  T e x a s .
^ O r g a n i z e d  d u r i n g  1 9 5 ^ ~ 5 5  f i s c a l  y e a r .
3 / a v e r a g e  p a t r o n a g e  e q u i t y  p e r  100- p o u n d  b a g  o f  f e e d  w a s  $ . 19 .  
T h i s  d o e s  n o t  i n c l u d e  t h e  p a t r o n a g e  d i v i d e n d s  w h i c h  l o c a l
EXCHANGES MAY HAVE D E C L A R E D .
- ^ A t  THE END OF TH E  1 9 5 3 * * 5 ^  F I S C A L  Y E A R ,  ABOUT 4 0  PER C E N T  OF 
THE PATRONAGE E Q U I T Y  EARNED HAD BEEN P A I D  OUT I N  CASH BY MFA.
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S t a g e  2 .
T he  s e c o n d  s t a g e  i n  f e e d  p r o c u r e m e n t  i n v o l v e s  t h e
ESTABLISHMENT OF F A C I L I T I E S  TO CARRY AN INVENTORY OF FEED AND 
OTHER BROILER GROWING AND MARKETING S UP P L I E S .  T H I S  USUALLY 
CONSISTS OF THE COOPERATIVE CONSTRUCTING A WAREHOUSE ONLY OR 
A COMBINATION WAREHOUSE-RETAIL SUPPLY STORE WHERE VARIOUS  
FEEDS ARE STOCKED.  MEMBERS NO LONGER NEED TO POOL ORDERS 
AS THEY FORMERLY DID ALTHOUGH THE COOPERATIVE MANAGEMENT 
NEEDS TO KNOW THE FEED NEEDS OF THE MEMBER-GROWERS SO AS TO 
CARRY THE NECESSARY INVENTORY.  BY OPERATING SUCH A SUPPLY  
STORE,  A NUMBER OF ITEMS MAY BE STOCKED SUCH AS M E D I C I N E S ,  
EQUIPMENT,  FEED SUPPLEMENTS,  D I S I N F E C T A N T S ,  F E R T I L I Z E R ,  SEEDS 
AND T O O L S . .  IT IS USUALLY NECESSARY TO HIRE A STORE MANAGER 
AND HELPERS BUT SAVINGS EFFECTED THROUGH THE HANDLING OF 
THESE OTHER ITEMS USUALLY MORE THAN OFF- SET  THE COST OF 
OPERATING SUCH STORES.  MEMBERS ARE NOT OBLIGATED TO PATRONIZE  
THE CO-OP FOR SUPPLI ES OTHER THAN FEED BUT I T  I S  IN THEIR  
INTEREST TO DO SO.  ITEMS OTHER THAN FEED ARE USUALLY PUR­
CHASED FROM NON-COOPERATIVE FIRMS BUT ARE OBTAINED AT WHOLE­
SALE p r i c e s .  T h i s  i l l u s t r a t e s  t h e  f a c t  t h a t  c o o p e r a t i v e
ORGANIZATIONS TRANSACT BUSINESS WITH PRIVATE CORPORATIONS 
AS WELL AS OTHER COOPERATIVES.  |N SOME CASES,  NON-COOPERATIVE  
FEED BRANDS ARE ALSO HANDLED BY THE ASSOCIATION ALTHOUGH T H I S  
MAY BE MORE INFLUENCED BY THE DEMANDS FOR CREDIT RATHER THAN 
FOR THE FEEDS THEMSELVES.
S t a g e
T h i s  s t a g e  r e p r e s e n t s  a h i g h l y  c o m p l e x  o r g a n i z a t i o n  
w h i c h  m o s t  L o u i s i a n a  b r o i l e r  a n d  egg  f e e d  c o o p e r a t i v e s  h a v e
NOT YET COMPLETELY A T T A I N ED .  IN A D D I T I O N  TO OPERATING A 
PEED AND SUPPLY STORE,  THE COOPERATIVE MAY PURCHASE BABY 
CHICKS COOPERATIVELY AND, IN SOME CASES,  MAY EVEN OWN THE 
CHICK HATCHERY AND THE EGG FLOCKS THAT SUPPLY I T .  IT MAY 
OBTAIN FOR THE GROWER MANY SUPPLY ITEMS FOR BOTH THE FARM 
AND HOME. IN THE FEED PHASE OF THE OPERATION,  THE COOPERATIVE:  
MAY PERFORM COMPLEMENTARY SERVICES SUCH AS PREPARING MEDICATED  
M I X E S .  |N THE DISEASE F I E L D ,  I T  MAY HIRE A SERVICEMAN AND 
M A I NT A I N  DIAGNOSTIC F A C I L I T I E S  FOR THE GROWER.
B u t ,  t h e  m o s t  s i g n i f i c a n t  p h a s e  i n  t h i s  d e v e l o p m e n t a l  
s t a g e  c o n c e r n s  m a r k e t i n g  s e r v i c e s  s u c h  a s  t h e  c o o p e r a t i v e
SALE OF " L I V E "  BROILERS OR THE OWNERSHIP OF PROCESSING 
F A C I L I T I E S  FOR THE EVISCERATION AND D I S T R I B U T I O N  OF THE
m e m b e r s ’ b r o i l e r s .  I n c a s e  of  " l i v e " s a l e s ,  t h e  c o o p e r a t i v e
MEMBERSHIP MAY DECI DE:  ( a )  T o COMPEL ALL THEIR MEMBERS TO
CHANNEL THEI R BROILERS THROUGH THE COOPERATIVE WHERE I T  MAY 
ACT AS THE SOLE AGENT OF THE PRODUCERS IN BARGAINING WITH 
PROCESSORS. BY TAKING BIDS ON VARIOUS LOTS OF BROILERS OR 
BY AGREEMENT WITH CERTAIN PROCESSORS OR BUYERS,  THE BROILERS  
ARE MOVED ALTHOUGH T I T L E  NEVER ACTUALLY PASSES TO THE CO­
OPERATI VE .  I n  some i n s t a n c e s ,  t h e  c o o p e r a t i v e  may i t s e l f
TRUCK OR CONTRACT-HAUL ITS MEMBERS’ BROILERS AND MAY EVEN 
WEIGH THE BIRDS ON SCALES OWNED AND OPERATED BY THE COOPERATIVE.
T he  COST OF c o o p e r a t i v e l y  s e l l i n g  l i v e  b r o i l e r s  v a r i e s  d e p e n d ­
i n g  UPON THE GEOGRAPHIC AREA,  AMOUNT OF TELEPHONING AND THE 
NUMBER OF INSPECTI ON CALLS.  COSTS ARE USUALLY NO HIGHER THAN 
$ 2 0  PER POUND LOT OR ROUGHLY 1 / 4  CENTS PER POUND, ( b )  T o
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PROVIDE AN OPTION,  THE COOPERATIVE MAY SELL ONLY BROILERS  
OFFERED TO I T  BY I TS MEMBERS THUS PERMI TTI NG THE I N D I V I D U A L  
TO MAKE H I S  OWN SELLING ARRANGEMENTS I F  HE SO DESIRES AND ( c )
T he  c o o p e r a t i v e  m a y  e l e c t  t o  c o n s t r u c t  i t s  own p r o c e s s i n g
PLANT WHERE BIRDS FROM MEMBERS AND NON-MEMBERS MAY BE E V I S ­
CERATED AND SOLD,  SOMETIMES UNDER THE ’'BRAND1' OF THE COOPERA­
T I V E .  I n SUCH CASES,  LARGE BUYERS MAY BE CONTRACTED WITH OR 
OPERATIONS CONDUCTED ON A NON-CONTRACTUAL B A S I S .  SUCH DRESS­
ING OPERATIONS ARE HIGHLY TECHNICAL AND INVESTMENT IS H I GH .
F i n a n c i n g  o f  c o o p e r a t i v e s  i n  t h i s  s t a g e  a s s u m e s  m o r e
REFINED TECHNIQUES SUCH AS MARK-UPS ON GOODS SOLD; FEES ON
c h i c k s  p l a c e d ; f e e  on u s a g e  of  t r u c k  s c a l e s ,  p a t r o n a g e  r e t a i n s
AND VARIOUS OTHER METHODS.  EXPENSES BECOME MORE VARIED AS 
RENT,  S AL ARI ES ,  TAXES,  U T I L I T I E S ,  INTEREST,  PHONE AND LEGAL 
FEES BECOME PART OF THE OPERATION.
A SUMMARY OF THE SERVICES PERFORMED BY THE COOPERATIVES
i n  L o u i s i a n a  a t  d i f f e r e n t  s t a g e s  of  t h e i r  d e v e l o p m e n t  i s
PRESENTED IN TABLE 1 7 *  A COMPARISON IS MADE BETWEEN THESE 
COOPERATIVE ORGANIZATIONS AND A TYPICAL FEED DEALER OPERATING 
IN Q U A S I - I N T E G R A T I O N  WITH BROILER GROWERS IN L O U I S I A N A .  |T  
SHOULD BE NOTED THAT WHILE THE COST OF THESE SERVICES MAY BE 
ASCERTAINED,  THE I R VALUE TO THE BROILER GROWER IS D I F F I C U L T  
TO QUANTI FY .
B r o i l e r  C o o p e r a t i v e s  i n  Ge o r g i a
F i v e  c o o p e r a t i v e  f e e d  d e a l e r s  o u t  o f  51 WERE r e p o r t e d  
i n  a R e g i o n a l  B r o i l e r  F i n a n c e  s t u d y . ^3  C o o p e r a t i v e s  i n  t h i s
^ s o u t h e r n  Po u l t r y  R e s e a r c h  C o m m i t t e e ,  o p .  c i t . .
G e o r g i a  S c h e d u l e s .
T a b l e  17.  S c h e d u l e  o f  S e r v i c e s  P r o v i d e d  a nd  P r i c e s  C h a r g e d  f o r  V a r i o u s  B r o i l e r  G r o w i n g  
F a c t o r s  by P r o f i t  and N o n - P r o f i t  O r g a n i z a t i o n s .
T y p e  o f  U n i t
E x t e n d
C r e d i t
S e r v i c e s
S e r v i c e  D e l i v e r y  
Ca l l s  o f  F e e d
Ha u l
B i r d s
E s t .
A v e r a g e -
F e e d
Pr i c e ( $ )
A v .
Pr i c e
Per
CH 1 CK ( 9S)
S e l l i n g
C o s t s
P er
Po u n d
F e e d  d e a l e r ^ /  
C o o p e r a t i v e s ^ /
YES y e s * y e s y e s * 5 . 5 0 1 5 * 5 n o n e * *
S t a g e  1 NO no y e s * NO H .70 l 4 . 0 * * *
S t a g e  2 NO no YES YES* 4 . 8 5 i 4 . 5
. S t a g e  3 NO YES* YES YES 5 .00 15.0 1 A  CENTS
* N o t  a l l  a g e n c i e s  m a y  p r o v i d e  t h i s  s e r v i c e .
* * | N  SOME CASES,  ACTUAL CHARGES ARE MADE BY DEALERS FOR SELLING B I RD S .
* * *MEMBERS SELL THEI R OWN BIRDS WITH COSTS NOT ASCERTAINED.
±/c
- -^FEED DEALER OPERATING MAINLY UNDER OPEN ACCOUNT AND QUAS I - V E R T  ICAL I NTEGRATI ON.  
•2 /THESE STAGES CORRESPOND EXACTLY TO THOSE DISCUSSED IN CHAPTER IV .
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HIGHLY DEVELOPED BROILER AREA SOLD FEED,  SEED,  F E R T I L I Z E R  
AND SOME FARM S U P P L I E S .  THEY ALSO SUPPLIED M E D I C I N E S ,  L I TT E R  
AND EQUIPMENT FOR BROILER GROWING OPERATIONS.
A TOTAL OF 163 PRODUCERS WERE BEING SERVED OR AN 
AVERAGE OF 3 3  PRODUCERS PER U N I T .  THE OUTPUT OF THESE 
PRODUCERS DURING 1951 WAS BROILERS OR AN AVERAGE
OF 2 1 , 0 0 0  BROILERS PER GROWER PER YEAR.  OF THESE 163 PRO­
DUCERS,  115  WERE BEING EXTENDED CREDIT AND 4 8  PAID CASH 
FOR FEED AND S U P P L I E S .  OF THOSE USING C R E D I T ,  THE FOLLOW­
ING CREDIT PLANS WERE USED: ( a )  OPEN ACCOUNT, ( b )  CHICKS  
AGAINST LABOR PLUS 5 0 “ 5 °  SHARE,  ( c )  FEED CONVERSION CONTRACT,
a n d  ( d )  F l a t  f e e  a n d  5 0 - 5 °  s h a r e .
T he  f e e d  was  o b t a i n e d  m a i n l y  f r o m  t h e  F a'r m e r s ’ Mu t u a l  
E x c h a n g e  m i l l s  i n  No r t h  C a r o l i n a . T h r e e  of  t h e  f i v e  c o - o p s
ALSO OBTAINED THEIR CHICKS FROM THE FMX HATCHERIES AND FROM 
HATCHERIES WHICH THE LOCAL CO-OP OPERATED.  THREE OF THE 
F I V E  CO-OPS OPERATED PROCESSING PLANTS WHERE THE MEMBERS1 
BROILERS WERE HANDLED.  THE OTHER.TWO CO-OPS USED QUASI ­
INTEGRATED ARRANGEMENTS WITH PROCESSORS TO MOVE THE OUTPUT.
T h r e e  u n i t s  a l s o  h a u l e d  t h e  m e m b e r ’ s b r o i l e r s  t o  t h e  p r o ­
c e s s i n g  PLANTS.
I t  s h o u l d  be n o t e d  h e r e  t h a t  c o o p e r a t i v e  d e a l e r ­
s h i p s  i n  G e o r g i a  had t o  e x t e n d  c r e d i t  by t h e  use o f  f l a t
FEE AND SHARE PLANS S I M I L A R  TO PRIVATE FEED DEALERS I N D I C A T ­
ING THE COMPETITION WHICH E XI STS  THERE IN THE CREDIT F I E L D .
B r o i l e r  C o o p e r a t i v e s  i n  V i r g i n i a
T h e r e  w e r e  s e v e n  c o o p e r a t i v e  f e e d  a s s o c i a t i o n s  i n
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i n  V i r g i n i a  o u t  o f  t h e  k $  s t u d i e d  i n  a R e g i o n a l  B r o i l e r
k k  , n
F i n a n c e  P r o j e c t .  T h e s e  a g e n c i e s  s e r v e d  16 o  p r o d u c e r s
OR AN AVERAGE OF 2 k  GROWERS PER AGENCY WITH A TOTAL OUTPUT 
OF 1 , 9 0 0 , 0 0 0  BROILERS OR AN AVERAG E OF 1 1 , 0 0 0  BROILERS PER 
YEAR PER GROWER. OF THE 168 GROWERS, 4 1! WERE ON "CASH"
a n d  1 2 k  o n  V a r i o u s  ’' c r e d i t ” p l a n s  s u c h  a s : ( 1 )  O p e n
ACCOUNT, ( 2 )  90-10  SHARE CONTRACTS,  ( 3 )  7 5 " 2 5  SHARE AND
( 4 )  F l a t  f e e  c o n t r a c t s .  A t o t a l  o f  1 7 3 >000 b r o i l e r s  w e r e
RAISED ON "CASH” WHILE THE BALANCE WERE ON " C R E D I T "  PLANS.
T h e r e f o r e ,  g r o w e r s  on " c a s h " c o n s t i t u t e d  a r e l a t i v e l y
SMALL PART OF THE BUSI NESS.
F e e d  wa s  o b t a i n e d  f r o m  c o - o p  m i l l s  w i t h  a t y p i c a l
MARK-UP OF 50 CENTS PER CWT . ,  10  CENTS FOR DELI VERY AND 15  
CENTS FOR I NT EREST .  THE COOPERATIVE ASSOCIATION ALLOWED 
8 0  CENTS CREDI T  PER BROILER OF WHICH 2 0  CENTS WERE FURNISHED  
I N I T I A L L Y ;  2 0  CENTS UP TO FOUR WEEKS OF AGE AND THE BALANCE 
OF 4 0  CENTS AFTER THE JTH OR 8 t H  WEEK. NOTES FROM GROWERS 
WERE DISCOUNTED AT 5  PER CENT INTEREST FOR TIME IN USE.
In  MOST CASES,  A QUOTA OF 1 0 0 , 0 0 0  BIRDS WAS P.Ci A CCD’ OR 
$ 8 0 , 0 0 0  CREDIT MAXIMUM FOR A GIVEN 10-WEEK PERIOD.  EXCEPT  
FOR "OPEN ACCOUNT" AND "CASH GROWERS," THE CO-OP AGENCIES  
SERVED AS DEALERS GROWING BROILERS RATHER THAN AS AGENCIES  
FI NANCING INDEPENDENT GROWERS.
C h i c k  p r o c u r e m e n t  was  q u a s i - i n t e g r a t e d  w i t h  p r i v a t e
HATCHERI ES.  MARK-UPS ON CHICKS AVERAGED ABOUT 1 « 5  CENTS 
PER CHICK INCLUDING INTEREST CHARGES FOR CREDI T  GROWERS.
^ S o u t h e r n  P o u l t r y  R e s e a r c h  C o m m i t t e e ,  o p «_ c i t.. ,  
V i r g i n i a  S c h e d u l e s .
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Mo s t  of  t h e  b r o i l e r  s a l e s  we r e  a r r a n g e d  by  g r o w e r s  t h e m s e l v e s
ALTHOUGH SOME AGENCIES ENTERED INTO AGREEMENT WITH PROCESSORS 
IN BEHALF OF THEI R MEMBERS. IN SOME CASES,  GROWERS PATRONIZED  
AUCTIONS.
APPRAI  SAL
T he  d e v e l o p m e n t  of  c o m p l e t e l y  i n t e g r a t e d  p a t t e r n s
IN BROILER PRODUCTION IS CLOSELY ASSOCIATED WITH DIRECT  
FI NANCING FROM A CREDIT AGENCY TO BROILER GROWERS. IN T H I S  
WAY, THE GROWER IS ABLE TO PURCHASE H I S  INPUT FACTORS FOR 
CASH AND FINDS THAT THE ORGANIZATION OF COOPERATIVE AIDS  
HIM IN OBTAINING FEED AT FAVORABLE P R I CE S.  WITHOUT T HI S  
DI RECT AGENCY AS BANK OR PCA F I N A N C I NG,  GROWERS. WOULD 
BECOME EITHER QUASI - INTEGRATED OR COMPLETELY INTEGRATED 
WITH FEED DEALERS IN ORDER TO GET FEED,  CHICKS AND S U P P L I E S .
|F  THE GROWER CANNOT OBTAIN DIRECT AGENCY C R E DI T ,  HE MAY 
S T I L L  JOI N A COOPERATIVE AND GROW BIRDS FOR THE ASSOCIATION  
ON FLAT FEE OR PROFI T- SHARI NG PLANS AS IN GEORGIA AND
V i r g i n i a .  T h o s e  who a r g u e  t h a t  g r o w e r s  s h o u l d  b e c o m e  m or e
INDEPENDENT OF THE FEED DEALER MUST RECOGNIZE THAT CREDIT  
NEEDS TO BE L I B E RA L I Z E D IN ORDER FOR GROWERS TO ACHIEVE  
MORE INDEPENDENCE.
I t i s  a p p a r e n t  t h a t  i n t e g r a t i o n  p a t t e r n s  i n  m o s t  
L o u i s i a n a  b r o i l e r  c o o p e r a t i v e s  a r e  f l u i d  a n d  i l l - d e f i n e d
BUT THESE CO-OPS ARE IN THE I NF A N T I L E  STAGE.  SEVERAL OF 
THE OLDER ONES DEMONSTRATE TENDENCIES TOWARD COMPLETE I N T E ­
GRATION AND WITH SUCCESS.  MEMBERSHIP D I F F I C U L T I E S  HAVE BEEN
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AND ARE S T I L L  NUMEROUS AS GROWERS LEARN TO WORK TOGETHER.
T he  y o u t h  of  t h e  c o - op  m o v e m e n t  m i t i g a t e s  a g a i n s t  i t  o b t a i n ­
i n g  CREDIT AS ADVANTAGEOUSLY AS ESTABLISHED PROFIT CONCERNS.
S i n c e  no m e m b e r s h i p  c o n t r a c t s  a r e  u s e d ,  t h e  c o o p e r a t i v e s
MUST DEPEND ON THE GOOD FAI TH AND LOYAL PATRONAGE OF 
MEMBERS FOR THEI R E XI ST E N C E .  I f THE CO-OP MEMBER F A I LS  TO 
PATRONIZE THE CO-OP BY BUYING FEED,  HE MAY LOSE THE OPPOR­
TUNI TY  TO BUY OTHER SUPPLI ES AND ALSO TO MARKET H I S  BIRDS  
COOPERATIVELY.
C. Q u a s i - I n t e g r a t i o n  o f  D e a l e r  and  G r o w e r  
T h e r e  a r e  a t  l e a s t  t wo  ways  i n  w h i c h  q u a s i - i n t e -
G RAT I ON CAN OCCUR IN BROILER GROWING: ( i )  BROILER GROWERS
MAY, BY AGREEMENT,  PATRONIZE A FEED DEALER FOR ONE OR ALL 
NEEDED INPUTS ANd/ oR FOR D I SPOSI NG OF L I V E  BROILERS BUT 
WITH NO FINANCING ARRANGEMENTS BETWEEN THEM AND ( | | )  BROILER  
GROWERS MAY, BY AGREEMENT,  PATRONIZE A FEED DEALER FOR ONE 
OR SEVERAL PRODUCTION ITEMS,  INCLUDING F I N A N C I N G .  I T  IS  
THE LATTER CASE WHICH IS OF INTEREST HERE (TABLE 12, ITEMS 
C1 AND C 2 ) .
AS STATED PREVI OUSLY,  QUASI - INTEGRATI  ON E XI ST S  IF  
AND WHEN TWO D I S T I N C T  ENTREPRENEURSHI  PS NEGOTIATE A CONTRACT 
OR AGREEMENT S PE CI F Y I N G  THE NATURE AND EXTENT OF THE RESPON­
S I B I L I T Y  OF EACH PARTY IN THE AGREEMENT.  I n BROILER CONTRACTS 
OF T H I S  NATURE,  GROWERS AGREE TO ACCEPT INPUTS PROVIDED BY 
THE DEALER; TO MANAGE THE BROILER FLOCK IN THE BEST MANNER 
POSSIBLE AND TO MARKET THE BIRDS AND L I Q U I D A T E  THE LOAN
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W I T H I N  A CERTAIN PERIOD.  |F  COSTS EXCEED RETURNS,  THE 
GROWER IS L I ABLE FOR THE DIFFERENCE UNLESS HE IS OPERATING 
ON A "SHARE" CONTRACT.  |F  RETURNS EXCEED COSTS,  THE GROWER 
KEEPS ALL THE DIFFERENCE UNLESS HE IS OPERATING ON A SHARE 
CONTRACT IN WHICH CASE HE MAY OBTAIN FROM 75  TO 9 0  PER CENT 
OF THE NET PROCEEDS.  UNDER SHARE PLANS,  THE DEALER GETS 
THE BALANCE OF THE PROFITS SO AS TO OFF- SET LOSSES FOR 
WHICH H I S  GROWERS ARE EXEMPTED.  FOR HAYING OBTAINED CREDIT  
FUNDS,  THE GROWER PAYS EITHER A STIPULATED INTEREST RATE 
ON THE MONEY BORROWED OR HE PAYS HIGHER PRICES FOR HI S  
FEED,  CHICKS AND S U P P L I E S .
T h r e e  q u e s t i o n s  m a y  be  r a i s e d  c o n c e r n i n g  q u a s i ­
i n t e g r a t i o n : ( 1 )  Wh a t  a r e  i t s  a d v a n t a g e s  a n d  d i s a d v a n t a g e s ?
( 2 )  How WIDESPREAD I S  THI S  TYPE OF F I NANCING COMPARED WITH 
OTHER PLANS? ( 3 )  AND WHAT ARE THE MOST IMPORTANT FEATURES 
IN NEGOTIATING T H I S  TYPE OF LOAN?
Th e  s p e c i f i c  a d v a n t a g e s  o f  q u a s i - i n t e g r a t e d  s y s t e m s  
a r e :  ( 1)  G r o w e r s  a r e  n o t  as c o n c e r n e d  a b o u t  m a r k e t s  s i n c e
a d e f i n i t e  o u t l e t  h a s  b e e n  c o n t r a c t e d  b y  t h e  d e a l e r . G r o w e r s  
k n ow  t h e  a g e ,  b r e e d ,  a n d  w e i g h t  of  b i r d s  d e m a n d e d  a n d  on
WHICH MARKET THE PRICE WI LL BE QUOTED. THE HAULER AND 
METHOD OF LOADING,  INCLUDING SHRINK DEDUCTIONS,  ARE GENERALLY 
KNOWN TO THE GROWER, ( 2 )  S I NCE  UNCERTAINTY IS GREATLY REDUCED 
IN THE OPERATION OF THE BROILER ENTERPRI SE,  THE GROWER IS  
ALLOWED MORE SECURITY IN PLANNING OTHER FARM AND NON-FARM
w o r k ,  ( 3 )  A l t h o u g h  t h e  d e a l e r  may make some o f  t h e  g r o w i n g
AND MARKETING D E C I S I O N S ,  THE GROWER IS S A T I S F I E D  BECAUSE HE
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FEELS THAT THE OEALER MAY BE QUALI F I ED TO MAKE THESE D E C I S I O N S ,
( k )  S i n c e  t h e  d e a l e r  has  a l a r g e  f i n a n c i a l  s t a k e  i n  t h e  e n t e r ­
p r i s e  E ITHER BY GRANTING CREDIT ANd/ oR SHARING PROFITS AND 
LOSSES,  THE GROWER FEELS THAT HI S  PERSONAL INTERESTS ARE 
BEING PROTECTED BY THE DEALER IN ANY MARKET TRANSACTION AND
( 5 )  |N GLUT PERIODS AND EVEN IN PERIODS OF LOW P R I CE S,  THE 
GROWER FEELS THAT H I S  MARKETS WILL TAKE THE BIRDS AND PRO­
DUCTION WILL GO ON AS USUAL.  I n T IMES OF FACTOR SHORTAGES,
THE GROWER FEELS THAT HE MAY BE ABLE TO GET FEED,  CHICKS  
AND SUPPLI ES ADVANTAGEOUSLY.
S ome  o f  t h e  d i s a d v a n t a g e s  of  a q u a s i - i n t e g r a t e d  
s y s t e m  a r e : ( 1 )  T he  e n t i r e  s u c c e s s  of  t h e  i n t e g r a t i o n
SCHEME REVOLVES AROUND THE LEVEL OF INTEGRATI ON.  | F  THE 
MARKETS THUS INTEGRATED ARE SMALL AND SLOW IN EXPANDING,
T H I S  WILL REFLECT IN BELOW-CAPACITY OPERATIONS FOR THE 
DRESSING PLANT AND THUS REDUCE THE DEALER'S AND GROWER'S 
ALLOTMENT OF BROILERS TO PRODUCE, ( 2 )  THE INFRINGEMENT ITK 
MAKES ON GROWERS IN TELLI NG THEM WHAT QUANTITY TO PRODUCE;
WHAT BREED TO USE; WHAT WEIGHT TO SELL AND THE L I K E ,  ( 3 )
T h e  GROWER MUST o f t e n  a c c e p t  i t e m s  a n d  p r i c e s  s u p p l i e d  h i m
BY THE DEALER,  ( H )  PERSONAL CONFLICTS ARE APT TO ARISE AS 
CONTRACTS ARE NEGOTIATED AND I NTERPRETED.  OFTEN,  IN 
EXECUTING THESE AGREEMENTS,  THERE IS EVIDENCE OF BAD FAITH  
ON THE PART OF ONE OR BOTH OF THE P A R T I ES ,  ( 5 )  S I N C E  MANY 
OF THE AGREEMENTS AND UNDERSTANDINGS ARE RARELY ENFORCED 
IN COURTS OF LAW, THESE PACTS ARE NOT B I NDI NG AND CONSIDER­
ABLE D E V I AT I ON  TAKES PLACE WITH SLIGHT CHANCES FOR DAMAGE
l£>0
CLAIMS AND ( 6) PARTIES TO THE NEGOTIATION MAY POSSESS UNEQUAL 
BARGAINING STRENGTH SUCH AS WHEN GROWERS FACE ONE FEED DEALER 
PROCESSOR WHO MAY BE IN A MONOPOLY-MONOPSONY P OSI T I ON  AND 
CAPABLE OF NEGOTIATING MORE FAVORABLY FOR H I S  OWN I NTERESTS.
QU A S I - I N T E G R A T I ON  BETWEEN FEED DEALERS AND GROWERS 
CONSTITUTES A S I G N I F I C A N T  PART OF BROILER FINANCING AS
shown i n  T a b l e  18. I t  was l e a s t  i m p o r t a n t  i n  G e o r g i a  w h e re
1^ PER CENT OF THE DEALERS ANO GROWERS WERE QUASI - 1NTEGRATED 
BUT MOST IMPORTANT IN M I S S I S S I P P I  AND LOUI SI ANA WHERE 3 3  
AND k O  PER CENT,  RESPECTI VELY,  OF THE DEALERS AND GROWERS 
WERE UNDER T H I S  TYPE OF INTEGRATI ON.  OLDER BROILER AREAS
s u c h  a s  Ge o r g i a  a n d  V i r g i n i a  r e l i e d  m o s t l y  on c o m p l e t e
INTEGRATION THROUGH FEED DEALERS IN GROWING THEI R BROI LERS.
I n L o u i s i a n a ,  c o m p l e t e  i n t e g r a t i o n  o c c u r r e d  m o r e s o  t h r o u g h
NON-PROFI T  E N T I T I E S .  SOUTH CAROLINA AND M I S S I S S I P P I  EX­
H I B I T E D  A SUBSTANTIAL MIXTURE OF INTEGRATION PATTERNS OR 
WHERE DEALERS EXPERIMENTED WITH FROM ONE TO THREE DI FFERENT
p a t t e r n s .  T h e s e  two  b r o i l e r  a r e a s  a p p e a r e d  t o  be  i n  a
TRANSITORY STAGE.
T h e  b a s i c  f e a t u r e s  of  f i n a n c e  p l a n s  a s s o c i a t e d  
w i t h  q u a s i - i n t e g r a t i o n  a r e :
( 1 )  L oa n  a n d  s e r v i c e  p r o c e d u r e .  U n d e r  a q u a s i ­
i n t e g r a t e d  p l a n  i n  L o u i s i a n a ,  t h e  g r o w e r  c o n t a c t s  t h e  l o c a l
FEED DEALER AND,  AFTER AN EXAMINATION OF THE FARM LAY- OUT,
THE DEALER MAY AGREE TO FINANCE THE GROWER BY SELLING HIM 
FEED,  CHICKS AND SUPPLI ES ON "OPEN ACCOUNT".  THE
GROWER SIGNS A PROMISSORY NOTE TO THE DEALER FOR GOODS TO
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BE SUPPLIED WHICH IS DISCOUNTED BY THE DEALER AT A COMMERCIAL
b a n k . A f t e r  t h e  b r o i l e r s  a r e  g r o w n ,  t h e  d e a l e r  a s s i s t s  i n
THE MARKETING AND DEDUCTS THE GROWING COSTS FROM THE GROSS 
PROCEEDS.  I F THERE IS A P R OF I T ,  I T  GOES TO THE GROWER; I F  
A LOSS,  THE PRODUCER I S  L I ABLE FOR THE WHOLE AMOUNT. UNDER 
SHARE PLANS,  THE GROWER WOULD GET UP TO 9 0  PER CENT OF THE 
PROFITS AND THE DEALER 10  PER CENT.  T H I S  10  PER CENT MARGIN 
IS EXPECTED TO COVER THE DEALER’ S LOSSES WHEN COSTS EXCEED 
RETURNS SINCE THE GROWER IS NOT L I ABLE FOR LOSSES UNDER 
’’SHARE" PLANS.
( 2 )  T i t l e  to i n p u t  a n d  o u t p u t  f a c t o r s .  Op e n  a c c o u n t
AND SOME PROFI T- SHARI NG PLANS FOSTER QUASI - VERT ICAL I N T E ­
GRATION BECAUSE THEY INVOLVE TWO D I S T I N C T  ’’ENTREPRENEURS"
or " f i r m s "  i n  n e g o t i a t i n g  b r o i l e r  g r o w i n g  c o n t r a c t s .  S h a r e
PLANS MAY INVOLVE THE DEALER AS A PARTNER IN THE OPERATION 
BUT HE DOES NOT NECESSARILY DOMINATE THE MANAGEMENT. IN 
FACT,  FEED AND OTHER PRODUCTION SUPPLIES SOMETIMES ARE 
"SOLD" TO THE GROWER RATHER THAN " f u r n i s h e d " AS UNDER THOSE 
PLANS FOSTERING COMPLETE VERTI CAL I NTEGRATI ON.  T I T L E  TO 
THE BROILERS MUST REMAIN WITH THE GROWER I F  QUASI - I NTEGRA-  
T I  ON I S  TO E X I S T  UNDER SHARE PLANS.  |F  T I T L E  PASSES TO 
THE DEALER,  THEN COMPLETE VERTICAL INTEGRATION E X I S T S .
( 3 )  I n t e r e s t  r a t e s .  B y v i r t u e  o f  t h e i r  l a r g e  n u m b e r
OF FLOCKS AND THE P O S S I B I L I T Y  OF SPREADING RISKS MORE EVENLY,  
FEED DEALERS OBTAIN FUNDS FOR ABOUT ^  TO 6 PER CENT PER ANNUM 
BUT,  IN EFFECT,  MAY CHARGE THEI R GROWERS AN INTEREST RATE
T a b l e  1 8 .  E x t e n t  o f  I n t e g r a t i o n  P a t t e r n s  Us e d  b y  F e e d  D e a l e r s  a n d  B r o i l e r  Gr o w e r s  i n  
F o u r  S o u t h e r n  S t a t e s ,  1 9 5 1 - 5 3 *
T y p e  o f S o u t h
Pa t t e r n G e o r g i a M i s s i s s i p p i C a r o l i n a V i r g i n i a T o t a l L o u i s i a n a
4Jo.  D e a l e r s 51 52 27 ^5 175 V
. . .
Per C e n t
Gr o w i n g  B r o i l e r s :
C ompl~e t e  I n t e g r a t i o n ^ / 4o 4°65 11 19
Q U A S+- IN TEG R A TIO N 14 33 30 22 24 4o
N o n - i n t e g r a t i o n 0 0 0 0 0 10
C o m b i n e d  Pa t t e r n s ^ / 21* 50^ 51 ♦* 38* 39 ! ( ) * ♦
S e l l i n g  B r o i l e r s : 
C o m p l e t e  I n t e g r a t i o n  
Qu a s i - i n t e g r a t i o n  
N o n - i n t e g r a t i o n  














S o u r c e :  S o u t h e r n  R e g i o n a l  P o u l t r y  R e s e a r c h  S c h e d u l e s ,  S M - 15.  T a b u l a t i o n  b y  a u t h o r .
♦ Q u a s i  a n d  c o m p l e t e  i n t e g r a t i o n .
♦ ♦ Q u a s i  c o m b i n e d  w i t h  s o m e  c o m p l e t e  a n d  n o n - i n t e g r a t i o n .
♦ ♦ ♦ Q u a s i  a n d  n o n - i n t e g r a t i o n .
! / b a s e d  on u n p u b l i s h e d  d a t a  on f 'i l e  w i t h  L o u i s i a n a  A g r i c u l t u r a l  E x p e r i m e n t  S t a t i o n ,  
^ / t h r o u g h  b o t h  p r o f i t  a n d  n o n - p r o f i t  e n t i t i e s  or  f e e d  d e a l e r s  a n d  c o o p e r a t i v e s  r e s p e c t i v e l y . 
3 / c o m b i n e d  p a t t e r n s  r e f e r  t o  d e a l e r s  u s i n g  m o r e  t h a n  o n e  p a t t e r n .
OF FROM 10  TO 3 0  PER CENT.  T H I S  CREDIT "MARGIN" WHICH 
DEALERS MAKE ON FEED,  CHICKS AND SUPPLI ES SERVES TO PAY FOR 
SOME OR ALL OF THE SERVICE AND INSPECTION CALLS THEY MAKE.
Gr o w e r s  m u s t  r e a l i z e  t h a t  s e r v i c e s  d e m a n d e d  b y  t h e m  a n d
PERFORMED BY THE DEALER HAVE TO BE PAID WHETHER IN ACTUAL 
INTEREST COSTS OR THROUGH HIGHER MARGINS ON FEED AND BABY 
CHICKS OR BOTH.  | F  AND WHEN GROWERS FEEL THAT THEY CAN DO 
WITHOUT ALL OR PART OF THESE S ER VI CES,  THEN GROWING BROILERS  
ON A CASH BASIS MAY PROVE TO BE MORE ECONOMICAL IN GROWING 
BROILERS (SEE TABLE 1 7 ) .  IN SOME CASES,  THE FEED DEALER MAY 
OBTAIN CONSIDERABLE CREDIT FOR AS LONG AS 9 0  TO 1 2 0  DAYS 
AT NO INTEREST FROM HI S  FEED MI LL  S UP PL I E R .  T H I S  PROVIDES  
SOME DEALERS WITH INTEREST- FREE CAPITAL WHILE CHARGING 
THEIR GROWERS SUBSTANTIAL RATES OF INTEREST EITHER IN THE 
FORM OF HIGHER FEED MARK-UPS OR OUTRIGHT INTEREST CHARGES.
Gr o w e r s  on o p e n  a c c o u n t ,  a l o n g  w i t h  t h o s e  u n d e r  o t h e r  c r e d i t ;
PLANS,  MAY PAY AS MUCH AS 2  CENTS EXTRA PER CHICK ABOVE THE 
CASH PRICE AT THE HATCHERY.  FEED BOUGHT ON CREDIT MAY BE 
FROM 5  T0 2 5  CENTS HIGHER PER HUNDREDWEIGHT THAN FEED BOUGHT 
ON A CASH B A S I S .
(4) M a r k e t i n g  b r o i l e r s .  D e a l e r s  f i n a n c i n g  b r o i l e r
GROWERS HAVE TAKEN A LEADING PART IN THE MARKETING OF THE 
BROI LERS.  IN ORDER TO ASSURE A MARKET,  A NUMBER OF DEALERS 
HAVE ENTERED INTO AGREEMENTS WITH PROCESSING PLANTS TO TAKE 
BROILERS FINANCED BY THEM. SOME OF THESE AGREEMENTS ARE 
VERBAL UNDERSTANDINGS,  WHILE OTHERS INVOLVE WRITTEN CON­
TRACTS.  A g r e e m e n t s  b e t w e e n  d e a l e r s  a n d  p r o c e s s o r s  g e n e r a l l y
16h
STATE THE NUMBER OF BROILERS THE PROCESSOR IS WI L L I N G  TO TAKE,  
THE APPROXIMATE TIME AT WHICH THEY WILL BE TAKEN,  PRICES TO . 
BE P A I D ,  AND/OR THE MARKET TO BE USED FOR PRI CI NG IN A D D I T I ON  
TO ADVICE RECEIVED FROM THE PROCESSOR REGARDING THE NUMBER 
OF BROILER CHICKS TO PLACE.
Us u a l l y ,  t h e  f e e d  d e a l e r  i s  i n  a m o r e  f a v o r a b l e
POSI T I ON TO HANDLE THE MARKETING 0F> BROILERS THAN THE GROWER.  
He USUALLY IS IN A BETTER BARGAINING POSI T I ON WITH PROCESSORS 
BECAUSE HE IS ABLE TO BOOK BROILERS FOR SALE WEEKS OR MONTHS 
IN ADVANCE.  |N SOME CASES,  PROCESSING PLANTS BECOME DEPENDENT 
UPON THE FEED DEALERS1 SUPPLY OF BROILERS.
( 5 )  D i v i s i o n  of  r e t u r n s .  F rom  t h e  d e a l e r ' s s t a n d ­
p o i n t ,  F INANCING GROWERS ON OPEN ACCOUNT OR IN QUASI - INTEGRA-  
T I  ON IS BUT ONE STEP REMOVED FROM SUPPLYING THE GROWER ON A 
CASH B A S I S .  T he  RISK OF LOSS IS HELD TO A MINIMUM SINCE THE 
GROWER IS HELD L I ABLE FOR ALL THE CHARGES MADE AGAINST H I S  
ACCOUNT REGARDLESS OF WHETHER OR NOT THE PROCEEDS FROM 
BROILERS COVER THE COST OF S U P P L I E S .  ON THE OTHER HAND,
THE RISK OF NOT BEING ABLE TO COLLECT AN ACCOUNT IS TAKEN.
|F  THE BETTER RISKS AND MORE E F F I C I E N T  GROWERS ARE S UP PL I E D ,  
OPEN ACCOUNT FINANCING I S  SATISFACTORY TO THE DEALER WHO CAN 
PROFIT FROM THE REGULAR MARK-UP ON THE INCREASED FEED,  CHICKS  
AND SUPPLI ES SOLD.  UNDER QUASI - 1NTEGRATI  ON THE DEALER HAS 
NO CHANCE TO BUI-LD A RESERVE DURING GOOD TIMES TO OF F - SET  
LOSSES IN DEPRESSIONS.  THEREFORE,  RESERVES MUST COME IN 
THE FORM OF HIGH MARK-UPS ON FEED AND SUPPLI ES SO THAT THE 
DEALER IS IN A POSI T I ON TO STAND LOSSES FROM BAD DEBTS.
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U n d e r  p r o f i t - s h a r i n g  p l a n s ,  t h e  g r o w e r  m a y  b e  i n
Q UA S I - I NT E G R A T I ON  WITH THE DEALER AND MAY SHARE PROFITS AS 
WELL AS LOSSES.  BUT,  THE GROWER MUST FOLLOW CLOSELY THE 
PRICES OF I N P UT F A C T OR S  WHICH DEALERS MIGHT CHARGE BECAUSE 
THE PRODUCER ONLY GETS FROM 7 5  T0 9 ^  PER CERT OF THE PROFITS  
AFTER FEED,  CHICKS AND SUPPLI ES HAVE BEEN PAID FOR AT RETAI L  
PRICES PLUS COST OF C R E D I T .  TWO TYPES OF SHARE PLANS USED 
UNDER Q UA S I -V ER T I CA L  INTEGRATION ARE PRESENTED:
A.  5 0 “ 5 °  P l a n  ”  Ag e n c y  s e l l s  t h e  p r o d u c e r  a l l  f e e d ,
CHI CK S,  FUEL,  L I TT E R AND OTHER ITEMS AT WHOLESALE P R I C E S .
T he  p r o d u c e r  f u r n i s h e s  t h e  h o u s e ,  e q u i p m e n t  a n d  l a b o r .  Wh e n
THE BIRDS ARE SOLD,  THE OUT-OF-POCKET COST ITEMS ARE PAID  
FOR AND THE AGENCY AND GROWER S PL I T  PROFIT. F I F T Y - F I F T Y .  |N 
CASE OF F I NA N C I A L  LOSS,  THE GROWER F A I LS  TO GET ANY RETURN 
FOR HI S  LABOR AND THE USE OF H I S  HOUSE.  THE AGENCY LOSES 
THE AMOUNT OF OUT-OF-POCKET COST WHICH IS UNPAI D.
b .  75-25 and 90-10 P l a n s  -  A g e n c y  s e l l s  t h e  p r o d u c e r
ALL THE FEED,  CHI CKS,  FUEL,  L I T T E R ,  MEDI CI NE  AND INSURANCE 
AT RETAI L  P R I C E S .  THESE ITEMS ARE PAID FOR WHEN THE BIRDS  
ARE SOLD.  THE GROWER FURNISHES THE LABOR AND F A C I L I T I E S  
FOR GROWING BROI LERS.  THE GROWER |S GUARANTEED 75  T0 9 ^
PER CENT OF THE PROFIT ABOVE OUT-OF-POCKET COSTS L I ST ED  
ABOVE AND THE AGENCY RECEIVES THE REMAINING 10  OR 2 5  PER CENT.
I n c a s e  o f  a l o s s ,  t h e  g r o w e r  w i l l  n o t  l o s e  a n y  m o r e  t h a n  h i s
LABOR AND THE AMOUNT OF DEPRECI ATI ON ON H I S  F A C I L I T I E S .
Wh i c h  of  t h e  p l a n s  s h o u l d  be  r e c o m m e n d e d  t o  g r o w e r s ?
On THE SURFACE,  THE 9 0 - 1 0  PLAN WOULD APPEAR CONSIDERABLY BEST.
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H o w e v e r ,  c o n s i d e r  t h i s  s i t u a t i o n :
5 0 - 5 0  P l a n  7 5 - 2 5  P l a n  q O -10 -  P l a n
Gr o w i n g  c o s t
PER pound ( $ 0  2 0 *  2 2 * *  2 2 * *
M a r k e t i n g  p r i c e  
p e r  pound ( <j i) 25 25 25
N e t  P r o f i t  p e r  
8,000 l b .  l o t  ( $ )  ̂ 00 2^0 2^0
G r o w e r s '  s h a r e  
o f  p r o f i t  ( $ )  “200 180 21b
*  IN PUTS AT WHOLESALE P RI CE .
* * l N P U T S  AT RETAI L  P R I C E .
S u m m a r y
Qu a s i - i n t e g r a t i o n  i n  g r o w i n g  b r o i l e r s  i s  u s u a l l y
MORE EXTENSIVE IN NEWER BROILER AREAS WHILE COMPLETE I N T E ­
GRATION CHARACTERIZES THE OLDER AREAS.  THESE NEWER QUASI ­
INTEGRATED AREAS ARE OFTEN TRANSFORMED INTO COMPLETE I N T E ­
GRATION BY VIRTUE OF OPEN ACCOUNTS NOT BEING PAID OR THE 
DEALER TAKING HEAVY LOSSES. T O  PROTECT H I M S E L F ,  THE DEALER 
DECIDES TO TAKE 10  PER CENT OR MORE OF THE PROFITS SO AS 
TO COVER LOSSES IN POOR PRICE PERIODS OR WHEN DEATH LOSSES 
ARE HEAVY.  THE BASIC DIFFERENCE BETWEEN QUASI AND COMPLETE 
INTEGRATION THROUGH A DEALER IS THE ENTREPRENEURIAL CHARAC­
T E R I S T I C S .  IN THE FORMER CASE,  TWO ENTREPRENEURS E X I S T  
(GROWER AND DEALER)  AND THEY NEGOTIATE AGREEMENTS THAT ARE 
MUTUALLY SATI SFACTORY.  IN THE LATTER CASE,  ONLY ONE
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ENTREPRENEUR E XI STS  (THE DEALER) WITH THE GROWER AS A HIRED  
LABORER RATHER THAN AS AN ENTREPRENEUR.  THE TERM "BROILER  
SHARECROPPER" IS USED IN THE SOUTHERN BROILER AREAS TO DENOTE 
T H I S  LATTER GR-OWER-DEALER R E L A T I O N S H I P .
D .  N o n - I n t e g r a t i o n  
N o n - i n t e g r a t e d  b r o i l e r  g r o w i n g  r e f e r s  to o p e r a t i o n s
CONDUCTED INDEPENDENTLY OF THE FEED DEALER OR OTHER AGENCY 
ALTHOUGH FEED DEALERS MAY BE PATRONIZED FOR THE PURCHASE OF 
FEED AND OTHER S U P P L I E S .  PURCHASES MADE BY THE GROWER UNDER 
SUCH CIRCUMSTANCES ARE USUALLY FOR CASH OR FOR 3 ° ~DAY ACCOUNT 
AND DO NOT INVOLVE ANY DEALER FINANCE PLANS.  No COOPERATIVES  
ARE FORMED OR PATRONIZED FOR FEED AND S U P P L I E S .  BOOKING OF 
BABY CHICKS IS USUALLY DONE BY THE I N D I V I D U A L  GROWER IRRE­
SPECTIVE OF THE FEED DEALER’ S WISHES OR INTEREST IN THI S  
TRANSACTION.  GROWERS UNDER NON- I  NTEGRATI  ON MAY ALSO 
PATRONIZE MORE THAN ONE SOURCE FOR THEI R CHICKS AND FEED 
SUPPLY SINCE THE PAYMENT FOR THESE ITEMS IS MAINLY IN CASH 
AND; THEREFORE; DO NOT REQUIRE THE CONTINUOUS PATRONAGE OF 
ONE DEALER AS UNDER CREDIT  ARRANGEMENTS. IN THE SALE OF 
THEI R BROI LERS,  NON- INTEGRATED GROWERS MAY PROCESS THEI R B I R D S ,  
SELL THEM TO A PROCESSOR WITH OR WITHOUT AGREEMENT OR SELL 
THEM A L I V E  DI RECT TO CONSUMERS OR BUYERS.  | T  IS ASSUMED 
THAT NON- INTEGRATED GROWERS HAVE SMALL OPERATIONS WHERE CREDIT  
IS NOT TOO IMPORTANT FOR THEM.  ALSO,  SALES OF BROILERS ARE 
MADE FREQUENTLY AND AT FAVORABLE PRICES WHICH ENABLE GROWERS 
TO FINANCE THEMSELVES (TABLE 1 2 ,  ITEM D l ) .
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TWO QUESTIONS MAY BE RAISED CONCERNING NON- I  NTEGRATI  ON:
( 1 ) W h a t  a r e  i t s  a d v a n t a g e s  and d i s a d v a n t a g e s ?  and ( 2 )  How
WIDESPREAD IS I T  AS A PATTERN OF BROILER GROWING?
T he  a d v a n t a g e s  of  a n o n - i n t e g r a t e d  s y s t e m  a r e : ( 1 )
T h e  g r o w e r  i s  l e f t  f r e e  t o  b a r g a i n  a n d  i s  a b l e  t o  s h o p  a r o u n d
FOR THE BEST P R I CE S.  THE GROWER IS AFFORDED THE OPPORTUNITY  
TO BUY H I S  INPUT FACTORS WHEREVER HE CHOOSES AND NO ONE CON­
TROLS H I S  MANAGEMENT PRACTICES,  ( 2 )  ALL THE PROFITS AND LOSSES 
IN THE ENTERPRISE BELONG TO THE GROWER AND ARE NOT SHARED WITH 
ANYONE.  IF HE I S  A GOOD GROWER, T H I S  IS PROBABLY ADVANTAGEOUS 
TO HIM BECAUSE HE RETAINS ALL P ROF I TS ,  ( 3 )  THE GROWERS ARE 
AFFORDED THE ALTERNATIVE OF CEASING PRODUCTION ANd/ oR RE­
STOCKING WHENEVER THEY DESIRE AND ( 4 )  |F COMPETI T I VE  MARKET 
OUTLETS ARE DEVELOPED SUCH AS THROUGH THE AUCTION METHOD,
THE NON- INTEGRATED PRODUCER IS NOT AT A DISADVANTAGE SINCE  
PROCESSORS AND/OR L I VE  BUYERS WILL BUY UNDER S I M I L A R  COM­
P E T I T I V E  C O N D I T I ON S .
D i s a d v a n t a g e s  of  a n o n - i n t e g r a t e d  s y s t e m  a r e : ( 1 )
B r o i l e r  g r o w e r s  m a y  n o t  k n ow  b e f o r e h a n d  t h e  q u a n t i t y ,  q u a l i t y ,
BREED,  AGE AND WEIGHT PREFERENCES OF THE PROCESSORS TO WHOM 
THEY WI LL  S EL L .  T H I S  CONDIT ION MAY BE UNECONOMIC FOR IT  
MAY INVOLVE WASTE OF FEED,  LABOR,  HOUSING SPACE AND OTHER 
RESOURCES THAT COULD BE MORE ADVANTAGEOUSLY EMPLOYED,  ( 2 )
Gr o w e r s  h a v e  t o  l o c a t e  s u p p l i e r s  and  b u y e r s  w h i c h  i n v o l v e
TI ME ANO EXPENSE,  ( 3 )  THE BARGAINING P OSI T I ON  OF THE GROWER 
IS WEAK SINCE HE MAY NOT BE WELL INFORMED AS TO MARKET CON­
D I T I O N S  EITHER IN BUYING OR S E L L I N G ,  ( 4 )  No PRICE GUARANTEES
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ARE GIVEN BY PROCESSORS AND FRAUDULENT PRACTICES IN WEIGHING  
AND BUYING MAY OCCUR AND ( 5 )  GROWERS MAY HAVE D I F F I C U L T Y  IN 
BOOKING CHICKS FOR THE NEXT GROWING PERIOD DUE TO THE UNCER­
T A I N  T IME ELEMENT INVOLVED IN SELLING OFF THEI R BROI LERS.
WHEN BROILERS ARE P L E N T I F U L ,  THE WHOLE MARKETING PROCESS
BREAKS down  b e c a u s e  e s t a b l i s h e d  b u y e r - g r o w e r  c o n t r a c t s  a r e
GIVEN PREFERENCE.
How WIDESPREAD IS N O N -1NTEGRATI  ON IN BROILER GROWING?
A c c o r d i n g  t o  t h e  d a t a  shown i n  T a b l e  18,  t h e r e  a r e  r e l a t i v e l y
FEW NON- INTEGRATED OPERATIONS REPORTED IN GEORGIA,  M I S S I S S I P P I ,
S o u t h  C a r o l i n a  and V i r g i n i a .  I t i s  e s t i m a t e d  t h a t  i n  L o u i s i a n a
ABOUT 10  PER CENT OF THE BROILERS ARE GROWN UNDER N O N - I N T E ­
GRATI ON.  T h i s  i s  f o u n d  m o s t l y  i n  S o u t h  L o u i s i a n a  or i n  t h e
NON-COMMERCIAL BROILER GROWING AREAS.
D a t a  on n o n - i n t e g r a t e d  b r o i l e r  g r o w i n g  i n  L o u i s i a n a
WERE OBTAINED DURING 19^1 IN THE COURSE OF A STATE-WI DE  
BROILER STUDY.  OF THE 1+2 NON- INTEGRATED GROWERS IN THE 1951  
SURVEY,  ABOUT 3 °  PER CENT WERE F U L L - T I M E ,  S P E C I A L I Z E D  GROWERS 
WITH CONSIDERABLE EXPERIENCE IN BROILER PRODUCTION.  J  THESE 
GROWERS REPORTED LOWER HOUSING COSTS SINCE CONSTRUCTION 
OCCURRED AROUND 1 9 ^ 5  AND MOST OF THE GROWERS FINANCED THEIR  
OWN B U I LD I NG  PROGRAM. S I Z E  OF BROODS VARIED MORE WIDELY FOR 
THE NON- INTEGRATED GROWERS OR FROM VERY SMALL ( 1 , 0 0 0 )  TO VERY 
l a r g e  ( H , 5 0 0 ) .  P r o d u c t i o n  p r a c t i c e s  w e r e  a b o u t  e q u a l  t o  t h e
**5r o y  a n d  Ba k e r ,  o p . c i t . P p . 1 y — 1 9 -
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OTHER GROUPS IN E F F I C I E N C Y  ALTHOUGH FEED COSTS WERE HI GHER.
I n m a r k e t i n g ,  t h e s e  g r o u p s  w e r e  h i g h l y  i n t e g r a t e d ,  v i z :
PROCESSING WAS PERFORMED BY THE GROWERS THEMSELVES.  T H I S  
WAS NECESSITATED PARTLY BY HIGH GROWING COSTS WHICH HAD TO 
BE RECOVERED BY EVI SCERATI NG BROILERS IN THEI R OWN F A C I L I T I E S .
D a t a  o b t a i n e d  i n  L o u i s i a n a  s h o w e d  t h a t  g r o w e r s  who
WERE FULLY INTEGRATED IN D I SPOSI NG OF THEI R OUTPUT RECEIVED  
ABOUT S I X  CENTS MORE PER POUND ( A L I V E )  THAN GROWERS WHO 
WERE EITHER QUASI - 1NTEGRATED OR NON- INTEGRATED IN DI SPOSI NG  
OF THEI R B I RO S .  FROM T H I S  GROSS MARGIN OF S I X  CENTS PER 
POUND, HOWEVER, MUST BE SUBTRACTED THE COST OF PERFORMING 
THESE VARIOUS FUNCTIONS UNDER COMPLETE VERTICAL I NTEGRATI ON.
A l s o ,  t h e s e  h i g h l y  i n t e g r a t e d  p r o d u c e r s  r e l a t i v e  t o  o u t p u t ,
REPORTED COSTS OF PRODUCTION FROM 1 . 7  TO 2 . 7  CENTS PER POUND 
MORE THAN GROWERS WHO WERE LESS INTEGRATED RELATI VE TO OUT­
PUT D I SPOS A L .  The  PARADOX i s  t h a t  t h o s e  p r o d u c e r s  who w e r e  
HIGHLY INTEGRATED RELATIVE TO OUTPUT WERE PRACTICALLY NON-  
INTEGRATED IN INPUT FACTORS WHILE THOSE GROWERS WHO WERE-  
HIGHLY INTEGRATED IN INPUT A C Q U I S I T I O N  WERE LESS INTEGRATED 
IN D I SPOSI NG OF THEI R B I R D S .  OF COURSE,  THERE WERE SOME 
GROWERS WHO WERE STRONGLY INTEGRATED BOTH IN INPUT AND OUT­
PUT OPERATIONS.
S ome  b r o i l e r  g r o w e r s  i n  S o u t h  L o u i s i a n a  who o p e r a t e
ON THEI R OWN FUNDS DO NOT QUASI “ INTEGRATE AS TO FEED AND 
CHICKS BUT PURCHASE THESE INPUTS IN WHICHEVER WAY THEY D E S I R E .
B r o i l e r s  a r e  o f t e n  s o l d  t o  d i f f e r e n t  c u s t o m e r s  e i t h e r  i n  l i v e
OR DRESSED FORM. CASH GROWERS MAY OBTAIN THEIR FEED CHEAPER
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BUT USUALLY RECEIVE L I T T L E  ATTENTION FROM THE DEALER IN THE 
WAY OF MANAGEMENT AND MARKETING HELP.  THE NON- INTEGRATED  
GROWER, HOWEVER, I S  HOT SERIOUSLY HAMPERED BECAUSE HE PREFERS 
TO SELL H I S  BIRDS HIMSELF AND USUALLY HAS ENOUGH EXPERIENCE  
TO PRODUCE H I S  BROILERS E F F I C I E N T L Y .  IT  IS RECOGNIZED THAT 
IN SOME INSTANCES GROWERS DO NOT L I KE  TO USE CREDIT EXTENDED 
BY DEALERS BECAUSE OF I N S T I T U T I ON A L  OR CULTURAL CONDI T I ONI NG  
AGAINST THE USE OF C R E D I T .  T H I S  IS CHARACTERISTIC OF SEVERAL
F r e n c h ,  I t a l i a n  a n d  Ge r m a n  n a t i o n a l i t y  g r o u p s  i n  S o u t h  L o u i s i a n a
CONSEQUENTLY,  MANY ARE INDUCED TO REMAIN ON A SMALLER PRODUC­
TI ON SCALE WHERE THEI R FINANCES ARE ADEQUATE TO RUN THEI R  
E N T ERPRI SE .  WHILE THEI R OVER-ALL OUTPUT MAY NOT BE S I G N I ­
F I C A N T ,  THEY MAY REPRESENT A MARGINAL GROUP OF PRODUCERS THAT 
MAY BE IMPORTANT IN PROVIDING A L I M I T E D  QUANTITY OF FRESH-  
K I LL E D  BROILERS IN THE SMALLER TOWNS AND C I T I E S  OF SOUTH 
LOU I S I  ANA.
N o n - i n t e g r a t i o n  RELATIVE TO OUTPUT DISPOSAL CAN BE 
FOUND MORESO IN THE ,,B | D ' , METHOD OF SELLING BROILERS AS WELL 
AS BY THE "AUCTI ON"  METHOD AS DEVELOPED IN DELAWARE, INDIANA  
AND OTHER PLACES.  IN EFFECT,  THE AUCTION METHOD OF SELLING  
BROILERS IS TO LOOSEN THE T I E S  OF QUASI -VERT ICAL INTEGRATION  
WHICH MAY BIND DEALER AND GROWER. I T  IS DESIGNED ALSO TO 
PREVENT DUPLI CATI ONS AND EXCESS CAPACITY AS SEVERAL DEALERS 
ATTEMPT TO QUASI - 1NTEGRATE PRODUCERS IN A GIVEN AREA.  IT  
MAY ALSO BE DESIGNED FOR IMPROVING NON- INTEGRATED BUYER-SELLER  
RELATI ONSHI PS  WHERE BUYERS OBTAIN THE PRODUCT I N D I S C R I M I N A T E L Y  
AND WHERE PRODUCERS SELL THEI R PRODUCE WITHOUT BENEFI T  OF
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MARKET NEWS AND ADEQUATE BARGAINING POWER. I T  MAY ALSO PRE­
VENT BUYERS FROM TAKING UNDUE ADVANTAGE OF THOSE BROILER  
GROWERS LACKING F A C I L I T I E S  TO DISPOSE OF THEI R B I R D S .
S u m m a r y  c o m m e n t s  o n  n o n - i n t e g r a t i o n  a s  w e l l  a s
OTHER BUT MORE INTEGRATED PATTERNS OF GROWING BROILERS ARE 
PRESENTED IN TABLE
I f e c o n o m i c  i n t e g r a t i o n  i s  t o  b e  p u r s u e d  i n  b r o i l e r
GROWING,  GROWERS ALSO NEED TO CONSIDER PROBLEMS THAT ARE OF 
A NON-ECONOMIC NATURE,  PARTICULARLY WHEN U T I L I Z I N G  COOPERA­
T I V E S  AS A MEDIUM FOR COMPLETE I NTEGRATI ON.  THE OTHER TWO 
CASES OF INTEGRATION INVOLVING FEED DEALERS AND RELATED 
AGENCIES OFFER FEWER PROBLEMS OF A NON-ECONOMIC NATURE SINCE  
THE GROWER AND THE DEALER ARE NEGOTIATING P RO F I T - T Y PE  CONTRACTS.
T h e  GROWERS IN s u c h  c a s e s  a r e  n o t  a t t e m p t i n g  t o  c r e a t e  a n e w
E N T I T Y  AND ARE HOT CONCERNED ABOUT THEI R RELATIONS WITH  
FELLOW BROILER PRODUCERS SINCE ONLY ONE VERTICAL RELATI ON­
S H I P  E X I STS  BETWEEN THE GROWER AND DEALER.
IN FORMING COOPERATIVE E N T I T I E S ,  HOWEVER, THE I R E X I S T  
BOTH SOCIAL AND ECONOMIC PROBLEMS. THE FORMER REFERS TO THE 
HORIZONTAL INTEGRATION OF DIFFERENT PERSONALIT IES  AND CULTURAL 
BACKGROUNDS WHILE THE LATTER CONCERNS THE HORIZONTAL AND 
VERTI CAL INTEGRATION OF P R O F I T - M A X I M I Z I N G  BUSINESS U N I T S .
Y e t ,  t h e  l a t t e r  c a s e  o f  m a x i m i z i n g  p r o f i t  c a n n o t  t a k e  p l a c e
UNLESS THE SOCIAL INTEGRATION IS F I RST  SUCCESSFUL.  THEREI N  
L I E S  A MAJOR AREA FOR RESEARCH AND A N A L YS I S ,  V I Z :  HOW CAN
SOCIAL INTEGRATION BE ACHIEVED IN ORDER TO PERMIT SUCCESSFUL  
ECONOMIC INTEGRATION? THE FOLLOWING CHAPTER CONTAINS AN
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ANALYSIS OF THE SOCIOLOGICAL I MP L I CA T I ON S  OF INTEGRATING  
BROILER GROWERS THROUGH A COOPERATIVE E N T I T Y .
T a b l e  19.  Summary o f  Eac h  I n t e g r a t i o n  P a t t e r n  and Sub  
P a t t e r n  i n  G r o w i n g  B r o i l e r s .
Ma i n  I n t e g r a t i o n  W i t h
S u b - P a t t e r n s  _____________________  S u m m a r y  C o m m e n t
A .  C o m p l e t e  I n t e g r a t i o n  ( P r o f i t )
1 .  B r o i l e r  g r o w e r ( s ) e s t a b ­
l i s h e s  own d e a l e r s h i p .
2 .  F e e d  d e a l e r  g r o w s  b r o i l e r s
WITH OWN RESOURCES.
3.  F e e d  d e a l e r  h i r e s  b r o i l e r
GROWERS.
N o t  a l w a y s  f e a s i b l e  d u e
TO HIGH CAPI TAL REQUIRE­
MENTS.
Qu i t e  c o m m o n  b u t  s m a l l
SCALE PRODUCTION ONLY.
W i d e l y  u s e d  m e t h o d  w h i c h
PERMITS LARGE SCALE 
OPERATIONS.
B .  C o m p l e t e  I n t e g r a t i o n  ( N o n - P r o f i t ) 
1 .  C o o p e r a t i v e  c o n s t r u c t s  i t s  own
F A C I L I T I E S  ( m i l l s ,  E T C . ) .
N ot  a l w a y s
TO CAPITAL
FEAS I BLE 
NEEDED.
DUE
2 .  C o o p e r a t i v e  j o i n s  o t h e r  c o o p ­
e r a t i v e s  FOR S ER VI CE S .
Mor e  c o m mo n
OPERATION.
METHOD OF
C .  Qu a s i - I n t e g r a t i o n
1 .  Gr o we r  c o n t r a c t s  w i t h  d e a l e r ,  
e x c l u d i n g  c r e d i t .
N ot  c o m m o n  i n  b r o i l e r
G ROW I NG .
2 .  Gr o we r  c o n t r a c t s  w i t h  d e a l e r ,
INCLUDING C R E DI T .
E x t e n s i v e l y  u s e d  m e t h o d .
D .  N o n - I n t e g r a t i o n
1 .  Gr o w e r  i s  i n d e p e n d e n t  of
DEALERS.
N ot  WIDESPREAD 
SIDERED AS THE
BUT CON-  
"PERFECT
MODEL" IN GROWING 
BROI LERS.
CHAPTER V 
SOCIOLOGICAL ASPECTS OF 
INTEGRATION THROUGH COOPERATIVES
A COOPERATIVE IS A NON-PROFI T  E NT I TY  WHICH I S  FORMED 
VOLUNTARILY FOR THE PURPOSE OF MEETING COMMON NEEDS BY MUTUAL 
A C T I ON,  DEMOCRATIC CONTROL AND SHARING OF ECONOMIC RETURNS 
ON THE BASIS OF P A R T I C I P A T I O N .  THE AGRICULTURAL COOPERATIVE  
REPRESENTS AN EXTENSION OF THE FARM A C T I V I T I E S  OF EACH OF 
ITS MEMBERS AS THEY OPERATE THE COOPERATIVE JOI NT L Y  TO MAKE 
THEI R SEPARATE BUSINESS OPERATIONS MORE SUCCESSFUL.  COOPERA­
T I V E S ,  IN OUR C A P I T A L I S T I C  ECONOMY, MAY FUNCTION W I T H I N  THE 
MARKET STRUCTURES EITHER TO INCREASE OR TO LESSEN COMPETI T ION  
AT CERTAIN LEVELS IN THE GROWING-MARKETING PROCESS.  COOPERA­
T I V E  ASSOCIATI ONS MAY EITHER INTEGRATE HORIZONTALLY BY 
COORDINATING BUSINESS UNI TS AT THE SAME ECONOMIC LEVEL OR 
THEY MAY MOVE V E R T I C A L L Y ,  FORWARD OR BACKWARD, BY COORDINAT­
ING SUCCESSIVE LEVELS IN THE PRODUCTION PROCESS.  IN A D D I T I O N ,  
SOME COOPERATIVES FOLLOW A QUASI - INTEGRATI  ON PATTERN BY NEGO­
T I A T I N G  WITH PRIVATE FIRMS FOR INPUT UNI TS  OR FOR DI SPOSI NG  
OF OUTPUT.
T h e r e  a r e  two  b a s i c  s o c i o l o g i c a l  a s p e c t s  i n  c o ­
o p e r a t i v e  I NTEGRATI ON,  V I Z :  ( l )  A n INTRA- COOPERATIVE PROBLEM
WHERE ONLY A LOCAL MEMBERSHIP IS INVOLVED AND ( 2 )  A n I NTER­
COOPERATIVE S I T U A T I ON  WHERE RELATIONS BETWEEN AND AMONG 
COOPERATIVES AND P R O F I T - T Y PE  FIRMS ARE IMPORTANT.  COOPERATIVE
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LITERATURE DEALS WITH THE SOCIOLOGICAL I MPL I CATI ONS OF I N T E ­
GRATING MEMBERS AND FUNCTIONS W I T H I N  A COOPERATIVE,  BUT THE 
LITERATURE IS D E F I C I E N T  CONCERNING THE RELATI ONSHI P  BETWEEN 
AND AMONG COOPERATIVES AS THEY INTEGRATE ANd / o R COORDINATE 
THEI R A C T I V I T I E S .  To HAVE A SUCCESSFUL COOPERATIVE ASSOC I A T I ON ,  
BOTH ECONOMIC AND SOCIAL FACTORS NEED TO BE FAVORABLE.  THE MORE 
IMPORTANT SOCIAL FACTORS ARE GROUP MO T I VA T I ON ,  COMMUNICATION 
AMONG MEMBERS AND MUTUAL ACCEPTANCE BY ONE ANOTHER.  THE MORE 
IMPORTANT ECONOMIC FACTORS WERE CONSIDERED IN CHAPTER I V .
B e f o r e  p r o c e e d i n g  i n t o  a m o r e  d e t a i l e d  d i s c u s s i o n  of  m e m b e r ­
s h i p  RELATIONS IN COOPERATIVE E N T I T I E S ,  I T  MAY BE PROFITABLE  
TO ASCERTAIN SOME OF THE BASES FOR COMPETI T IVE  AND COOPERATIVE  
BEHAV1 OR.
BASES FOR COMPETITION AND COOPERATION 
Many c o o p e r a t i v e  and n o n - c o o p e r a t i v e  v e n t u r e s  r e s u l t
IN AT LEAST PARTIAL SUBST I TUT I ON OF COOPERATIVE BEHAVIOR FOR 
COMP E T I T I V E  STRUGGLE.  THE MOTIVE FOR S T R I V I N G ,  COOPERATIVELY  
OR C O M P E T I T I V E L Y ,  CAN BE FOUND IN THE DISCREPANCY BETWEEN 
A PERSON’ S LEVEL OF ATTAINMENT AND LEVEL OF A S P I R A T I O N ,  WHAT 
WE WANT TO BE CONTRASTED WITH WHAT .WE:: ARE.  MAY AND DOOB 
LAY DOWN A FUNDAMENTAL PR I NC I PL E  OF MOT I VAT I ON :
’’Wh e n  a n  i n d i v i d u a l  c o m p e t e s  or c o o p e r a t e s  w i t h
OTHERS HE DOES I T  IN ORDER TO CLOSE THE GAP BETWEEN 
H I S  LEVEL OF ACHIEVEMENT AND THAT OF H I S  ASPIRATI ONS  
BY ACHIEVI NG CERTAIN GOALS.  An IMPORTANT COROLLARY 
IS THAT HE WI LL NEITHER COMPETE NOR COOPERATE UNLESS 
THE S I T U A T I ON  SEEMS TO AFFECT THE DISCREPANCY BETWEEN 
H I S  TWO LEVELS.
^ M a y ,  M.  A .  a nd  D o o b ,  L .  W . ,  C o m p e t i t i o n  and C o o p e r a ­
t i o n * S o c i a l  S c i e n c e  R e s e a r c h  C o u n c i l  N o .  25,  A p r i l  1̂ 37,  N .  Y .  
P.
17 6
T he  n e x t  s t e p  i s  t o  e x p l o r e  why some p e r s o n s  s e e k
TO ACHIEVE THEI R GOALS THROUGH COMPETIT ION AND OTHERS THROUGH 
COOPERATI  ON!
" T he  GOALS FOR w h i c h  an  i n d i v i d u a l  WILL COMPETE 
OR COOPERATE ARE A FUNCTION OF H I S  KNOWLEDGE CONCERNING 
THE OBJECTS OR PRESTI GE,  THE ATTAINMENT OF WHICH APPEARS 
TO HIM TO RAISE ONE OR MORE OF HI S  LEVELS OF ACHIEVEMENT  
TOWARD THE CORRESPONDING LEVELS OF A S P I R A T I O N .  IF HE IS  
AWARE THAT THE GOALS SOUGHT IN A GIVEN S I T UA T I ON  ARE
L I M I T E D  SO THAT THEY CANNOT BE SHARED,  OR IF SHARED WILL
NOT S A T I SF Y  H I M ,  HE WILL COMPETE; CONVERSELY,  I F  HE IS  
AWARE THAT THE GOALS SOUGHT CAN BE SHARED AND BE REACHED
BEST BY WORKING WITH OTHERS WHO ARE ALSO SEEKING THEM,
HE WILL COOPERATE." ^ 7
| T  3HOULD BE NOTED THAT SO-CALLED C O M P E T I T I V E ,  NON-  
COOPERATIVE FIRMS ’'COOPERATE'1 BETWEEN AND AMONG THEMSELVES 
TO F I X  PRI CES,  D I V I D E  MARKET TE R R I TOR I ES  AND THE L I K E .  HOW­
EVER,  T H I S  IS NOT THE TYPE OF "COOPERATION" UNDER DI SCUSSION  
HERE.
S ome p e r s o n s  w i l l  c h o o s e  n o t  t o  c o o p e r a t e  e v e n  i f  i t
I S  IN THEI R OWN PECUNIARY OR ECONOMIC INTEREST TO DO SOj  
THEREFORE,  ATTI TUDE MUST BE ADDED TO THE PREVIOUS CONCEPT.
T h e  i n d i v i d u a l  h a s  a c q u i r e d  a s e t  o f  a t t i t u d e s  t h a t  h a v e
CONDITIONED HIM IN THE D I RECTI ON OF COMPETITION OR COOPERA­
T I O N .  FOR“ EXAMPLE,  THE IDEA IS OFTEN EXPRESSED THAT SOME 
PERSONS CANNOT INTEGRATE THEMSELVES IN A COOPERATIVE;  CON­
SEQUENTLY,  THEY ARE D I SMI SSED AS BEING EITHER TROUBLEMAKERS 
OR BASICALLY ANT I - C O O P E R A T I V E . THE REASONS FOR T H I S  ARE NOT 
OVERNIGHT OCCURRENCES BUT MAY HAVE DEVELOPED IN THE PERSON'S  
EARLY L I F E .  T H I S  MAY HAVE COME ABOUT IN THE PERSON'S YOUTH
^ 7 | B | D . P.  1 1 .
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WHEN H I S  PARENTS JOINED A COOPERATIVE WHICH F A I L E D ,  PERHAPS 
WITH SOME F I NA N C I AL  LOSS.
HOW PERSONS COMPETE OR COOPERATE IS ANOTHER PERPLEXITY  
WHICH IS CONDITIONED LARGELY BY E X I S T I N G  I N S T I T U T I ON A L  FORCES 
SUCH AS LAW, BUSINESS PRACTICES AND ALSO BY PERSONAL S K I L L S  
OR STATE OF THE ARTS.  MAY AND DOOB DELINEATE TWO SETS OF 
BEHAVIOR LEVELS IN DETERMINING HOW PERSONS MAY COMPETE OR 
COOPERATE:
( 1) The  OBJECTIVE OR ' s o c i a l *  l e v e l  and t h e  ( 2 )  
S u b j e c t i v e  o r  ' p s y c h o l o g i c a l '  l e v e l .  I n  f o r m i n g  t h e i r
BASIC HYPOTHESI S,  MAY AND DOOB CONCLUDED: ON A ' S O C I A L '
LEVEL,  I N D I V I D U A L S  COMPETE WITH ONE ANOTHER WHEN: ( A )
T h e y  a r e  s t r i v i n g  t o  a c h i e v e  t h e  s a m e  g o a l  t h a t  i s  s c a r c e ; 
( b ) T h e y  a r e  p r e v e n t e d  b y  t h e  r u l e s  of  t h e  s i t u a t i o n  f r o m
ACHIEVI NG T H I S  GOAL IN EQUAL AMOUNTS; ( c )  THEY PERFORM 
BETTER WHEN THE GOAL CAN BE ACHIEVED IN UNEQUAL AMOUNTS,
a n d  ( d ) T h e y  h a v e  r e l a t i v e l y  f e w  p s y c h o l o g i c a l l y  a f f i l i a -
T I V E  CONTACTS WITH ONE ANOTHER.  ON A ' S O C I A L *  LEVEL,  
I N D I V I D U A L S  COOPERATE WITH ONE ANOTHER WHEN: ( A ) THEY
ARE S T R I V I N G  TO ACHIEVE THE SAME GOALS THAT CAN BE SHARED;
( b ) T h e y  a r e  r e q u i r e d  b y  t h e  r u l e s  of  t h e  s i t u a t i o n  t o
ACHIEVE T H I S  GOAL IN NEARLY EQUAL AMOUNTS; ( c )  THEY PER­
FORM BETTER WHEN THE GOAL CAN BE ACHIEVED IN EQUAL AMOUNTS;
a n d  ( d ) T h e y  h a v e  r e l a t i v e l y  m a n y  p s y c h o l o g i c a l  a f f i l i a t i v e
CONTACTS WITH ONE ANOTHER.
On a ' p s y c h o l o g i c a l ' l e v e l ,  a n  i n d i v i d u a l  c o m p e t e s  
w i t h  o t h e r s  w h e n : ( a ) T h e r e  i s  a d i s c r e p a n c y  b e t w e e n
H I S  LEVEL OF ACHIEVEMENT AND H I S  LEVEL OF A S P I R A T I O N ;
( b ) H i s  k n o w l e d g e  o f  t h e  g o a l  t h a t  he  s e e k s  i n d i c a t e s
THAT I T  IS L I M I T E D  AND CANNOT BE SHARED,  AT LEAST EQUALLY,  
BY OTHER PERSONS IN THAT S I T U A T I O N ;  ( c )  H l S  ATTI TUDES  
PRODUCE W I T H I N  HIM A STATE IN WHICH HI S  COMPETING OVER­
BALANCES POSSIBLE CONFLI CTI NG ATTI TUDES TOWARD POTENTIAL  
COMPETITORS,  TOWARD THE RULES OF THE S I T U A T I O N ,  TOWARD
c o o p e r a t i n g  r a t h e r  t h a n  c o m p e t i n g  a n d  ( d ) H i s  s k i l l  i s
OF SUCH A NATURE THAT UNDER THE RULES OF THE S I T U A T I O N  
HE HAS A REASONABLE CHANCE OF SUCCESS BY COMPETING.  ON 
A ' PSYCHOLOGICAL'  LEVEL,  AN I N D I V I D U A L  COOPERATES WITH  
OTHERS WHEN: ( a )  THERE IS a DISCREPANCY BETWEEN HI S
LEVEL OF ACHIEVEMENT AND H I S  LEVEL OF A S P I R A T I O N ;  ( b )
H i s  KNOWLEDGE OF THE GOAL THAT HE SEEKS: I NDI CATES THAT 
I T  CAN BE REACHED BY S T R I V I N G  WITH OTHERS; ( c )  H l S  
ATTI TUDES PRODUCE W I T H I N  HIM A STATE IN WHICH H I S  A T T I ­
TUDES TOWARD COOPERATING OVERBALANCES POSSIBLE CONFLI CTI NG
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A T T I T U D E S  TOWARD P O T E N T I A L  COOPERATORS,  TOWARD THE 
RULES OF THE S I T U A T I O N ,  TOWARD COMPETING RATHER THAN 
COOPERATI NG AND ( d ) H l S  S K I L L  IS OF SUCH A NATURE THAT 
UNDER THE RULES OF THE S I T U A T I O N  HE HAS A REASONABLE 
CHANCE OF SUCCESS BY COOPE R A T I N G . ^ 8
TWO S I T U A T I O N S  ARE USED TO I L L U S T R A T E  HOW THESE 
CONCEPTS ARE RELATED TO A PERSON’ S D E C I S I O N  IN ONE CASE,  TO 
COMPETE AND,  IN ANOTHER CASE,  TO COOPERATE:
B r o i l e r  g r o w e r s  l o c a t e d  n e a r  a n  u r b a n  c e n t e r  m a y  h a v e
THE CHOI CE OF E I T H E R  S E L L I N G  T H E I R  B I RD S  THEMSELVES D I R E C T  
TO A ’’ MARKET” OR TO SELL BROI LERS IN COOPERATI ON WI TH  OTHER 
GROWERS.  O n e  PRODUCER MAY D ECI DE  TO "COMPETE” ,  V I Z :  NOT
COOPERATE,  BECAUSE THE MARKETS ARE R E L A T I V E L Y  SCARCE;  BY 
THE PR AC TI C ES IN THE ECONOMIC SYSTEM T H I S  GOAL ( MA RK ET )
CANNOT BE SHARED;  HE MAY PERFORM BETTER WHEN KNOWING THAT 
THE GOAL ( MA RKET )  CAN BE ACHI EVED IN UNEQUAL AMOUNTS;  HE 
HAS R E L A T I V E L Y  FEW CONTACTS WI TH OTHER GROWERS; H I S  A T T I T U D E  
TOWARDS COMPETI NG DOES NOT I N H I B I T  H I S  PERFORMANCE AND HE 
HAS A REASONABLE CHANCE OF SUCCESS BY CO M P E T I NG ,  V I Z :  HE
I S  Q U I T E  S K I L L E D  AS A BROI LER MARKETER.  IN A D D I T I O N ,  PRE­
V I O U S  F A I LU R E  AT COOPERATION MAY BE A STRONG INDUCEMENT NOT 
TO COOPERATE BECAUSE THE I N D I V I D U A L  MAY FEEL THAT H I S  A S P I R A ­
T I O N  LEVEL COULD NOT BE A T T A I N E D  IN T H I S  WAY.
ON THE OTHER HAND,  A GROWER IN THE SAME L O C A L I T Y  
MAY D E C I DE  TO COOPERATE WI TH OTHER PRODUCERS S I N C E  HE MAY 
FEEL THAT THE GOAL ( MAR KET )  CAN BE SHARED.  FOR EXAMPLE,  THE 
GOAL ( MA R K E T )  I S  SUCH THAT A LARGE VOLUME OF B R O I L E R S  IS  
REQUI RED WHICH CAN BE TAPPED ON|,Y BY THE GROWERS1 POOLING  
T H E I R  L I M I T E D  Q U A N T I T I E S ;  HE MAY PERFORM BETTER IN KNOWING
^8 I b i d ,  p .  17- 18.
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THAT T H I S  MARKET COULD BE HAD ONLY THROUGH COOPERATION BECAUSE 
I N D I V I D U A L L Y  HE COULD NOT HAVE SUPPLIED T H I S  MARKET; H I S  RE­
TURNS PER POUND V/ ILL BE NO MORE OR LESS THAN WHAT OTHER 
GROWERS WI LL OBTAIN;  HE HAS PERHAPS MANY A F F I L I A T I V E  CON­
TACTS WITH OTHER PRODUCERS, V I Z :  FEELINGS ARE ABOUT THE
SAME CONCERNING THE LOCAL PROCESSORS; HE REALIZES THAT BY 
COOPERATING HE MAY GAIN MORE THAN BY COMPETING WITH NEIGHBORS 
AND, LASTLY,  H I S  S KI LL  IS SUCH THAT HE CAN MEET THE REQUIRE­
MENTS OF THE COOPERATIVE AND PERFORM AN E F F I C I E N T  JOB IN 
T H I S  UNDERTAKING.  ADD I T I ONAL  FACTORS THAT MAY INDUCE CO­
OPERATION ARE THOSE ASSOCIATED WITH PREVIOUS COOPERATIVE  
SUCCESS,  SUCH AS IN A PURCHASING COOPERATIVE,  WHERE SUPPLIES  
MAY HAVE BEEN BOUGHT SUCCESSFULLY.
INTRA-COOPERATIVE MEMBERSHIP RELATIONS 
By i n t r a - c o o p e r a t i v e  r e l a t i o n s  i s  m e a n t  THE TASK
OF INTEGRATING THE MEMBERSHIP W I T H I N  ONE COOPERATIVE U N I T .
THE BROADER ASPECTS OF A F F I L I A T I O N  AND INTEGRATION BEYOND 
THE ’'LOCAL” WILL BE CONSIDERED UNDER INTER-COOPERATIVE  
RELATI ONS.
S ome  of  t h e  f a c t o r s  a f f e c t i n g  i n t r a - c o o p e r a t i v e
DEVELOPMENT AND MAINTENANCE OF MEMBERSHIPS ARE: ( l )  MEMBER­
SHI P  h o m o g e n e i t y ,  ( 2 )  S t a g e  of  o r g a n i z a t i o n ,  ( 3 )  S h i f t s  i n
A T T I T U D ES ,  ( 4 )  TRANSFER OF MANAGEMENT PREROGATIVES,  ( 5)
M a n a g e m e n t  o f  g r i e v a n c e s  a n d  ( 6 )  D e v e l o p m e n t  o f  a l t r u i s t i c  
m o t i v e s .  I t  i s  e x p e c t e d  t h a t  some o f  t h e s e  f a c t o r s  c i t e d
WOULD APPLY EQUALLY TO INTEGRATION OF COOPERATIVE MEMBERSHIPS  
AT THE INTER-COOPERATIVE LEVEL.
( 1 )  Me m b e r s h i p  H o m o g e n e i t y  
I n t e g r a t i o n  of  e c o n o m i c  a c t i v i t i e s  a n d  p e r s o n a l i t i e s
W I T H I N  A COOPERATIVE POSES A FUNDAMENTAL PROBLEM WHICH CO­
OPERATIVES HAVE NOT YET ENTI RELY SOLVED.  SOME S P E C I A L I S T S  
REFER TO THE HOMOGENEITY OF COOPERATIVES IN ECONOMIC PURSUITS  
SUCH AS BROILER COOPERATIVES,  YET NEGLECT THE FACT THAT EVEN 
IF  THE COMMODITY AND THE FUNCTIONS ARE HOMOGENEOUS THE MEMBER­
S H I P ,  ON THE OTHER HAND, MAY BE HETEROGENEOUS. MANY ORGANIZERS  
OF COOPERATIVES I N S I S T  ON "ECONOMIC NEED" AS THE ADHESIVE  
WHICH WILL HOLD ALL HETEROGENEOUS ELEMENTS TOGETHER.  T H I S  
IS NOT NECESSARILY TRUE FOR MEMBERSHIPS MAY DI S I NTEGRATE IN 
THE FACE OF ECONOMIC NEED.  HOMOGENEOUS MEMBERSHIPS FROM 
THE STANDPOINT OF INCOME,  RACE,  R E L I G I O N ,  N A T I O N A L I T Y ,  EDUCA­
T I O N ,  SOCIAL STANDING AND THE L I KE  OFFER MORE PROMISE THAN 
COMMODITY HOMOGENEITY IN ACHIEVI NG MAXIMUM SOCIAL AND ECONOMIC 
E F F I C I E N C Y .  S I NCE MOST OF THE PEOPLE ARE ON MUCH THE SAME 
LEVEL,  THEY F IND I T  EASY TO WORK TOGETHER TO PROMOTE EACH
o t h e r ’ s g e n e r a l  w e l l - b e i n g . T h i s  f e e l i n g  p a r t l y  a c c o u n t s
FOR THE EXTENSIVE ORGANIZATION OF COOPERATIVES IN SOME AREAS
s u c h  a s  M i n n e s o t a  a n d  W i s c o n s i n . S u c h  g r o u p s  c o o p e r a t e
NATURALLY BECAUSE THEIR MEMBERS HAVE COMMON I NTERESTS,  
ECONOMICALLY AND S OCI ALLY .
( 2 )  S t a g e  of  Or g a n i z a t i o n  
E c o n o m i c  i n t e g r a t i o n  b e y o n d  t h e  f a r m  l e v e l  a n d  w i t h
A NEW MEMBERSHIP SHOULD BE CONSIDERED CAREFULLY.  THE FORMATION 
OF A CO-OP SHOULD ALWAYS BE AS CLOSE AS POSSIBLE TO THE FARM
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OR PRODUCTION LEVEL WHERE THE CLOSENESS OF CONTACT AND 
COMMODITY F A M I L I A R I T Y  CAN F I R S T  BE T E S T E D .  THE FARTHER  
THE I N T E G R A T I O N  IS FROM BASI C PRODUCTI ON,  THE MORE R I SK Y  
THE VENTURE.  FOR EXAMPLE,  ENTERI NG INTO THE COOPERATI VE  
PROCESSING OF BROI LERS WI THOUT F I R S T  A S S O C I A T I N G  IN THE 
COOPERATI VE PURCHASE OF BROI LER FEEDS AND S U P P L I E S  WOULD 
BE TOO R I S K Y  FROM A MEMBERSHIP R ELA T I ONS S T A N D P O I N T .  LARGE 
COOPERATI VES ..SUCH AS M I S S O U R I  FARMERS1 A S S O C I A T I O N  BEGAN 
W I TH  A FEW ” EGG C I R C L E S ” IN M I S S O U R I ;  LAND O ’ LAKES STARTED  
AS A SMALL DA I R Y  O R G A N I Z A T I O N  WHICH LATER INTEGRATED OTHER 
U N I T S .  T h e  COOPERATI VE s h o u l d  f i r s t  d e m o n s t r a t e  t h a t  i t  
CAN SUCCESSFULLY I NTEGRATE I T S  MEMBERSHI P ON A LOCAL LEVEL  
BEFORE I T  ATTEMPTS TO INTEGRATE OTHER AND MORE COMPLEX 
F U N C T I O N S ,  C OMMODI T I ES  AND EVEN OTHER C O O P E R A T I V E S .
( 3 )  S h i f t s  i n  A t t i t u d e s  
B r i n g i n g  t o g e t h e r  m a n y  d i f f e r e n t  p e o p l e  i n t o  o n e
BU S I N E S S  E N T ER P R I S E  CALLS FOR INNUMERABLE ADJUSTMENTS IN  
THE O P I N I O N S  AND ACT I ONS OF THOSE C O M P R I S I N G  THE NEW 
O R G A N I Z A T I O N .  MEMBERS MUST RECONCI LE THEMSELVES TO NEW 
STANDARDS OF ECONOMIC BEHAVI OR WHICH ARE,  OF COURSE,  SOME­
T I M E  Q U I T E  APART FROM T H E I R  ORDI NARY OR NORMAL STANDARDS.
M e m b e r s  o f t e n  c a r r y  o v e r  t h e  m o d e s  a n d  t e c h n i q u e s  o f  t h e
P R I V A T E  MARKETING SYSTEM INTO THE C O O P E R A T I V E ,  SUCH AS THE 
CASH METHOD OF PAYMENT AND A HOST OF OTHERS.  MEMBERS MAY 
OBJECT TO DELAYED PAYMENTS UNDER POOLING ARRANGEMENTS AND 
DESERT THE CO- OP FOR A P R I VA T E  DEALER BECAUSE THE DEALER  
PAYS CASH EVEN THOUGH HE MAY PAY LOWER P R I C E S .  |N OTHER
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WORDS,  THERE IS OFTEN A TRANSITORY PERIOD RATHER CRUCIAL TO 
THE EXISTENCE OF THE COOPERATIVE IN WHICH MEMBERS MUST S H I F T  
FROM A " C O M P E T I T I V E ” REALI TY  TO A "COOPERATIVE"  I O E A L I T Y .
T h i s  p o i n t  i s  m o s t  c r u c i a l  i n  d e t e r m i n i n g  t h e  e x t e n t  a n d
LEVEL OF COOPERATIVE I NTEGRATI ON.  ONE AUTHOR HAS STATED 
THAT COOPERATIVE MEMBERS MUST NOT BE MADE TO "LEARN A NEW 
LANGUAGE".  THEY MUST NOT BE LED TOO FAR INTO A "NEW S I T U A ­
T I O N "  BUT SHOULD BE PATI ENTLY GUIDED TOWARD THE GOALS OF 
THE COOPERATIVE.
( k )  T r a n s f e r  o f  M a n a g e m e n t  P r e r o g a t i v e s
A NEW COOPERATIVE ORGANIZATION I S  USUALLY CONCERNED 
WITH PROBLEMS OF ASSEMBLING FARM PRODUCTS OR PURCHASING 
FARM SUPPLI ES AND WITH B U I LDI NG MEMBERSHIP IN HASTE IN ORDER 
TO ACHIEVE AN ECONOMIC VOLUME.  THE LARGER AND PERHAPS MORE 
FUNDAMENTAL PROBLEM OF MEMBERSHIP RELATIONS IS USUALLY PUT
a s i d e .  Me m b e r s  o f t e n  e x p e c t  i m m e d i a t e  r e s u l t s  a n d  h a v e
BEEN PROMISED SUBSTANTIAL IMPROVEMENTS THAT ARE SLOW TO
m a t e r i a l i z e .  W i t h  a s h a l l o w - r o o t e d  m e m b e r s h i p ,  d i s s e n s i o n
QUICKLY SETS IN AND THE COOPERATIVE MAY MOVE TOWARDS D I S ­
I NTEGRATI ON.
T he  k e y  p r o b l e m  m a y  be  t h e  s h i f t  f r o m  a c o m p e t i t i v e ,
I N D I V I D U A L ,  PRIVATE D E CI S I ON - M A K I N G  PROCESS TO A COOPERATIVE,  
GROUP D E C I S I ON - MA K I N G  BODY. A n EXAMPLE OF T H I S  OCCURRED IN 
A BROILER COOPERATIVE ORGANIZED IN L O U I S I AN A  IN 1 9 5 1 • BEFORE 
THE COOPERATIVE WAS FORMED, GROWERS THEMSELVES DECIDED WHEN 
TO BUY CHI CK S,  THE BREED TO USE,  WHEN TO MARKET AND THE L I K E .
183
A f t e r  t h e  c o - op  w a s  f o r m e d ,  m e m b e r s  t h e n  d r e w  l o t s  t o  s t a r t
BABY CHI CKS;  THE BREED TO USE WAS DECIDED UPON BY THE MEMBER­
S H I P  AND THE COOPERATIVE MANAGER DECIDED WHEN THE CHICKS  
WOULD BE SOLD.  E S S E N T I A L L Y ,  THE MEMBERSHIP HAD DELEGATED 
AND TRANSFERRED SOME OF THEIR MANAGERIAL RIGHTS TO THE 
COOPERATIVE MANAGER. I N D I V I D U A L  INTERESTS AND PREFERENCES 
HAD TO BE SUBJUGATED TO THE GROUP INTEREST AND PREFERENCES.
WE HAVE ALREADY SEEN THAT MEMBERS WILL DO T H I S  ONLY I F  THERE 
IS A D ISCREPANCT "BETWEEN THEI R LEVEL o'F ASPIRATI ON AND LEVEL  
OF ACHIEVEMENT.  THE GROWER'S RESENTMENT AT G I V I N G  UP MANA­
GERIAL CONTROL MAY BE BALANCED OR OVER-BALANCED BY THE S A T I S ­
FACTION OF KNOWING THAT SUCH ACTION WILL HELP HIM AND THAT 
THE BENEFI TS OF SELLING BROILERS COOPERATIVELY CAN BE SHARED,
IN FACT,  ENHANCED BY COOPERATION.
( 5 )  Ma n a g e m e n t  o f  Gr i e v a n c e s  
I n t r a - c o o p e r a t i v e  r e l a t i o n s  a r e  o f t e n  t a x e d  b y  t h e
SUDDEN AMELIORATION OF COMPETI T IVE  DEFECTS WHICH O RI GI N AL L Y  
PROMPTED ORGANIZATION OF THE COOPERATIVE.  THERE COMMENCES 
A TIRADE OF PERSUASION ON THE PART OF PRIVATE COMPETI T IVE  
ENTERPRISES TO ENTICECCO-OP MEMBERS AWAY FROM THEIR ASSOCIA­
T I O N .  S ome m e m b e r s  a r e  q u i c k l y  d i s p l e a s e d  a n d  q u i c k l y  c r i t i c a l
OF CO-OP POLICY BUT ARE SLOW IN ACKNOWLEDGING GENUINE CO-OP 
SUCCESS.
C o - o p  l e a d e r s  s o  o f t e n  f a i l  to d e t e c t  t r o u b l e  i n  
a d v a n c e .  On e  d i s s a t i s f i e d  m e m b e r  i s  o f t e n  d i s m i s s e d  w i t h
THE COMMENT THAT HE IS UNSOCIABLE AND I RRESPONSI BLE .  REGARDLESS
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OF THE SEEMINGLY TRIVIAL DI SCONTENT,  CARE MUST BE EXERCISED  
IN DEALING WITH THE DISCONTENT BECAUSE ONE D I S S A T I S F I E D  
MEMBER MAY DRAW WITH HIM SEVERAL OTHER MEMBERS AND EVENTUALLY  
DEVELOP A "CI RCLE OF D I SCONTENTS" THAT MAY CAUSE SEVERE 
TROUBLE.  THE TRUE SUCCESS OF I NTRA-COOPERATIVE RELATIONS  
RESTS ON S A T I S F Y I N G  EACH MEMBER OF THE COOPERATIVE AND 
MEETING C R I T I C I S M S ,  NOT D I S M I S S I N G  THEM.
( 6 ) D e v e l o p m e n t  o f  A l t r u i s t i c  M o t i v e s
I n a P e n n s y l v a n i a  s t u d y ,  S t e r n  an d  D o r a n  f o u n d  t h a t  
a p p r o x i m a t e l y  o n e - t h i r d  o f  t h e  members f e l t  a m o r a l  o b l i g a ­
t i o n  TO SUPPORT COOPERATIVES.  WHEN I T  IS A QUESTION OF 
J O I N I N G  A COOPERATIVE WHICH HELPED A NEIGHBOR P R I M A R I L Y ,  
APPROXIMATELY 6l PER CENT OF ALL FARMERS REPORTED THAT THEY 
WOULD J O I N .  E l GH TY- ON E PER CENT OF THE FARMERS INTERVIEWED  
REPORTED THAT THEY THOUGHT FARMERS SHOULD DO BUSINESS CO­
OPERATIVELY EVEN THOUGH THERE WERE NO F I NA N C I A L  B E N E F I T S .
THE REPLIES TO THE QUESTION ON MORAL OBLI GATI ON VARIED  
DEPENDING UPON THE TYPE OF COOPERATIVE WITH WHICH THEY WERE 
A F F I L I A T E D .  MEMBERS OF SERVICE AND MARKETING TYPE COOPERATIVES  
HAD THE GREATEST FEELING OF MORAL O B L I GA T I ON S.  MEMBERS OF 
ALL TYPES OF COOPERATIVES COMPARE CLOSELY IN THEI R FEELINGS  
ABOUT DOING BUSINESS COOPERATIVELY EVEN I F  THERE WERE NO 
F I NA N C I A L  B E N E F I T S .  '
A s t e r n ,  J .  K . ,  and D o r a n ,  H. F . ,  F a r m e r s  S u p p o r t  o f  
C o o p e r a t i v e s ,  p e n n . a g r .  E x p .  S t a .  B u l .  505,  N o v .  1 9 4 8 .
P p .  3 8 - 3 9 -
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B e t w e e n  t h e  m e m b e r s ’ l e v e l  of  a t t a i n m e n t  a n d  l e v e l  
of  a s p i r a t i o n  r e s t s  a g a p  t h a t  may  be  s a t i s f i e d  w i t h  m o n e t a r y
OR PSYCHIC INCOME OR BOTH.  CO-OPS CAN USUALLY RESORT TO 
PSYCHIC APPROACHES AS WELL AS TO MONETARY CONSI DERATI ONS,
SUCH AS RECOGNITION OF EFFORT,  ACKNOWLEDGMENTS'  AND THE L I K E .
T h e r e  i s  no d o u b t  t h a t  t h e  s e n s e  o f  c r e a t i v e n e s s  c a n  a l s o
BE CALLED UPON TO SPUR I NTEREST.  WHY IS I T  SOME CO-OP 
LEADERS WORK T I R E L E S S L Y ,  WITHOUT PAY,  TO ORGANIZE AND PROMOTE 
CO-OPS AMONG THEI R NEIGHBORS? T H I S  IS CERTAINLY A SOURCE 
OF CREATIVENESS THAT HAS NOT TOO OFTEN BEEN E XPL OI TED.  WHAT 
ABOUT THE A L T R U I S T I C  MOTIVES THAT L I E  DORMANT, AND HAVE RARELY,  
I F  EVER,  BEEN STIMULATED?
APPRAI  SAL
I n d i v i d u a l  m e m b e r s  o f  c o o p e r a t i v e s  m u s t  r e c o g n i z e
THAT THEY MUST MAKE AM EFFORT TO INTEGRATE SUCCESSFULLY 
INTO THE COOPERATIVE SINCE TOTAL INTEGRATION IS THE SUM OF 
I N D I V I D U A L  I NTEGRATI ON.  RAPER C I TE S  THE FOLLOWING AS FACTORS 
WHICH MEMBERS SHOULD CONSIDER:
( 1 )  K e e p  i n f o r m e d  a n d  i n f o r m  o t h e r s ,  ( 2 )  A t t e n d  a n d
P A R T I C I PA T E  IN MEETINGS.  ( 3) ABI DE BY THE COOPERATI VE’ S 
ESTABLISHED P O L I C I E S ,  (ty) ADEQUATELY FINANCE H I S  CO­
OPERATI VE,  ( 5) A s s i s t  i n  p l a n n i n g  and p r o m o t i n g  p r o g r a m s ,
( 6) V o t e  i n  a l l  e l e c t i o n s ,  ( 7 )  V o l u n t a r i l y  p a t r o n i z e  h i s  
c o o p e r a t i v e ,  ( 8)  O f f e r  management  and d i r e c t o r s  c o n s t r u c ­
t i v e  c r i t i c i s m s  and ( 9) R e p r e s e n t  c o o p e r a t i v e s  i n  and  o u t  
OF FARM C I R C L E S . 5 °
5 ° R a p e r ,  L .  E . ,  " R e s p o n s i b i l i t i e s  o f  Me m b e r s  i n  a 
F a r m e r ’ s C o o p e r a t i v e " ,  A . I . C . t A m h e r s t ,  Ma s s . ,  A u g .  3 1 *  1 9 ^ 8 .
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G a r n e t t  a n d  S e y m o u r  i n  a V i r g i n i a  s t u d y  r e p o r t e d  o n
THE MAJOR PROBLEMS IN GETTING FARM PEOPLE TO COOPERATE AND
WORK TOGETHER.  THESE PROBLEMS CITED BELOW REFLECT THE
OBSTACLES WHICH L I M I T  MAXIMUM SOCIAL INTEGRATION AS REPORTED
BY THE AUTHORS:
"ON THE QUESTION AS TO WHY FARM PEOPLE FAI L  TO 
COOPERATE,  TWO HUNDRED AND EIGHTY- ONE OF THE 636 I N ­
FORMANTS EXPRESSED NO D E F I N I T E  IDEAS ON T H I S  SUBJECT.
S u s p i c i o u s n e s s  o f  e a c h  o t h e r  w a s  n a m e d  b y  65 ;  l a c k
OF KNOWLEDGE OF WHAT ORGANIZATIONS CAN ACCOMPLISH WAS 
MOST EMPHASIZED BY 6 1 ;  INDIFFERENCE TO MEASURES OF 
IMPROVEMENT BY 5 1 i  SELFISHNESS BY 3^5 T 0 °  MUCH L0SS  
OF FREEDOM BY 2 9 ;  SUSPICIOUSNESS OF THE PURPOSES OF 
THE ORGANIZATIONS BY 2 4 ;  LACK OF CONFIDENCE IN LEADERS 
BY 2 k ;  LACK OF FINANCES BY 16.  AMONG THE OTHER MOST 
FREQUENTLY NAMED OBSTACLES TO ORGANIZATIONAL SUCCESS
w e r e : " D i s c o u r a g e m e n t  f r o m  p r e v i o u s  o r g a n i z a t i o n a l
F A I L U R E S , "  "LACK OF COOPERATIVE S P I R I T " ,  "SOCIAL CLASS 
D I V I S I O N S , "  "LACK OF V I S I O N  AND LACK OF JUDGMENT,"  
" FEELING OF S E L F - S U F F I C I E N C Y , "  "PEOPLE TOO BUSY TO 
ATTEND M E E T I N G S , "  "LACK OF LOYALTY TO ORGANI ZAT I ONS" ,
"TOO MUCH T I M I D I T Y . F O R  SELF- EXPRESSI ON AT MEETINGS,  
"COMPETING ATTRACTIONS FOR T I M E , "  " D I F F I C U L T Y  OF GETT­
ING TOGETHER LARGE ENOUGH GROUPS TO BE E F F E C T I V E , "  
"DOMINATION OF ORGANIZATIONS BY SMALL GROUPS OF WHOM 
OTHERS ARE JEALOUS,  OR IN WHOM OTHERS HAVE L I T T L E  
C O N F I DE NC E , "  "TOO MANY MEETINGS WITHOUT D E F I N I T E  
O B J E C T I V E S , "  "LACK OF S U F F I C I E N T  SOCIAL FEATURES IN 
THE ME E T I NGS, V  AND "COOPERATIVE EFFORT IN OTHER 
ORGANIZATIONS DISCOURAGED BY CHURCH DENOMINATIONAL  
D I V I S I O N S . "51
A CLOSER UNDERSTANDING OF THE FACTORS LEADING TO
D I S I N T E GR A T I ON  OF CO-OPS SHOULD PROVE HELPFUL I N  DETECTING
WEAKNESSES BEFORE DAMAGE OCCURRS. HENNING AND MANN IN AN
O h i o  s t u d y  f o u n d  t h e  f o l l o w i n g  a s  p r i n c i p a l  " t r o u b l e "  p o i n t s :  
( 1 )  C o o p e r a t i v e  t o o  f a r  f r o m  t h e  f a r m ,  ( 2 )  I m p r o v e d
SERVICE AND MORE POINTS OF OPERATION NEEDED,  ( 3) D l S S A T I S  
FI  ED WITH MANAGEMENT, ( 4 )  L I NE  OF MERCHANDISE HANDLED TOO
5 1G a r n e t t ,  W. E . a n d  S e y m o u r ,  A. C . ,  M e m b e r s h i p  R e l a ­
t i o n s  i n  C o m m u n i t y  O r g a n i z a t i o n s ,  V a .  A g r .  E x p .  S t a .  B u l .  2 0 7 ,  
J u n e  1932 .  P. 55 .
l i m i t e d ,  ( 5) D i s s a t i s f i e d  w i t h  p r i c e s  r e c e i v e d  f o r
GRAIN AND L I VESTOCK,  ( o )  HAVE NOT ENOUGH ROOM (SHOULD 
ENLARGE F A C I L I T I E S ) ,  ( j )  EMPLOYEES I N D I F F E R E N T ,  MORE 
E F F I C I E N T  HELP NEEDED,  ( 8)  OUT OF SUPPLI ES TOO OFTEN,
( 9) C o o p e r a t i v e  b e i n g  u n d e r s o l d  by c o m p e t i t i o n ,  or  
c o o p e r a t i v e ’ s p r i c e s  t o o  h i g h  a nd  ( 1 0 )  E d u c a t i o n a l
PROGRAM NOT GOOD ENOUGH.52
G i b s o n ,  i n  an  e x t e n s i v e  s t u d y  of  m e m b e r s h i p  r e l a t i o n s  
of  f a r m e r s ' c o o p e r a t i v e s  i n  M i c h i g a n ,  r e p o r t e d  t h a t  5^  PER
CENT OF THE MEMBERS INTERVIEWED HAD NO C R I T I C I S M  OF THEIR  
COOPERATIVE,  15 PER CENT COMPLAINED ABOUT SOME I N E F F I C I E N C Y  
IN MANAGEMENT; 4  PER CENT STATED THAT THE CO-OP WAS BEING  
RUN BY " CL I QU E S "  AND THE BALANCE, OR 2 J  PER CENT,  HAD VARIED  
C R I T I C I S M S  WHICH WERE NOT ALL I D E N T I F I E D . ^
INTER-COOPERATIVE MEMBERSHIP RELATIONS 
M e m b e r s h i p  r e l a t i o n s  a t  t h e  i n t e r - c o o p e r a t i v e  l e v e l
ARE LESS PERSONAL BECAUSE THE COOPERATIVE MEMBERSHIPS ARE 
RARELY IN CONTACT.  INSTEAD,  I T  IS THE COOPERATIVE LEADER­
S H I P  CONSI ST ING OF THE BOARD OF DIRECTORS AND MANAGEMENT 
DRAWN FROM SEVERAL ORGANIZATIONS WHO ARE MORE CLOSELY 
INVOLVED.  | T  BECOMES RELATI VELY MORE IMPORTANT TO CONSIDER 
THE STRUCTURAL ORGANIZATION OF COOPERATIVES IN THE INTEGRATION  
PROCESS AS ONE COOPERATIVE BECOMES A F F I L I A T E D  WITH ANOTHER.
I n s t a n c e s  w h e r e  c o o p e r a t i v e s  m a y  h a v e  t r a d i n g  r e l a t i o n s  or
A F F I L I A T I O N S  WITH NON-COOPERATIVE BUSINESSES ARE OMITTED
5 2 H e NN ING,  G .  F .  AND MANN, L .  B . ,  ReLATI ONSHI  PS 
B e t w e e n  C o - o p  O r g a n i z a t i o n s  S e r v i n g  F a r m e r s .  O h i o  A g r . E x p .  
S t a .  B u l .  6 6 0 ,  M a r .  1 9 4 b .  P .  2 8
5 3 g i b s o n ,  D u a n e ,  C o - o p s  As T h e  F a r m e r  S e e s  T h e m . 
S o c i a l  R e s e a r c h  S e r v i c e ,  M i c h .  S t a t e  C o l l e g e ,  E a s t  L a n s i n g ,  
M i c h . ,  19U7. P .  8
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FROM T H I S  A NA L YS I S .  A t  LEAST TWO FORMAL TYPES OF STRUCTURAL 
ORGANIZATION MAY AFFECT THE STATUS OF MEMBERSHIP RELATIONS  
BETWEEN AND AMONG COOPERATIVES:  (A ) FEDERATION AND (B )
C e n t r a l i z a t i o n .  I n a d d i t i o n ,  t h e r e  i s  a n  i n f o r m a l  s t r u c t u r e
TERMED "COOPERATIVE COUNCILS"  WHICH IS ALSO CONSIDERED.
A. F e d e r a t i o n  
F e d e r a t i o n s  a r e  f o r m e d  b y  u n i t i n g  or  c o o r d i n a t i n g
E X I S T I N G  LOCAL CO-OP UNI TS INTO A LARGER A S SOC I A T I ON .  ONE 
ASPECT OF THE PROBLEM IS THAT LONG ESTABLISHED LOCALS OFTEN 
HESITATE IN UNTTING INTO A FEDERATION FOR FEAR OF BECOMING 
LESS AUTONOMOUS. ANOTHER OBSTACLE IN THE WAY OF I NTER­
COOPERATIVE RELATIONS THROUGH FEDERATION IS PROVIDED BY 
THE LOCAL LEADERS THEMSELVES WHO SOMETIME R ESI ST  FEDERATION  
BECAUSE THEY MAY LOSE THEIR POWER AND INFLUENCE.  ALSO,
OLDER CO-OPS MAY RESI ST  FEDERATION WITH OTHER OR YOUNGER 
CO-OPS FOR FEAR OF LOSING THEI R I D E N T I T Y  fN A MUCH LARGER 
ORGANI ZATI ON.
T h r o u g h  f e d e r a t i o n ,  t h e  i n t e g r a t i o n  o f  c o o p e r a t i v e
MEMBERSHIPS WOULD IN TIME HAVE THE EFFECT OF STANDARDIZING  
ECONOMIC PRACTICES AND I N S T I T U T I O N A L I Z I N G  THE BEHAVIOR 
PATTERNS AND NORMS OF DIFFERENT COOPERATIVES.  WHEN PRO­
GRESSIVE COOPERATIVES TAKE THE LEAD,  AS THEY USUALLY DO IN 
FEDERATION,  THEY TEND TO DIFFUSE THE BETTER AND MORE E F F I C I E N T  
PRACTICES TOWARD THE MORE BACKWARD COOPERATIVES.  IN FEDERATED 
COOPERATIVES,  L I KE  THE CAL I FORN I A  F R U I T  GROWERS A S S O C I A T I ON ,  
THE LOCAL UNI TS RETAIN SOME AUTONOMY AND ALSO MANY OF THEIR
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BASIC AND ORI GINAL FUNCTIONS.  I t IS MOSTLY THE DELEGATION  
OF POWERS BY THE LOCALS TO THE FEDERATED U N I T .  T H I S  PROCESS 
LEADS TO MORE STABLE MEMBERSHIP RELATIONS BECAUSE THE 
GOVERNING OR CENTRAL UNI T  GROWS OUT OF THE LOCALS.  I T  IS 
PERHAPS NOT A COINCIDENCE THAT SOME OF THE LARGER AND MORE 
STABLE COOPERATIVES WERE FORMED IN T H I S  MANNER, SUCH AS THE
M i s s o u r i  F a r m e r s ' A s s o c i a t i o n  w h i c h  o r i g i n a t e d  f r o m  a f e w  
" egg c i r c l e s " i n  t h e  l a t e  t w e n t i e s . T h e i r  ."s o c i a l " b a s e  i s  
a s  s t r o n g  a s  t h e i r  " e c o n o m i c " b a s e .
B .  C e n t r a l i z a t i o n
T h i s  s t r u c t u r e  i n v o l v e s  e s t a b l i s h i n g  l o c a l  c o o p e r a ­
t i v e s  f r o m  a r e g i o n a l  or c e n t r a l  o f f i c e  i n  c o n t r a s t  t o  t h e
EMERGENCE OF LOCAL UNI TS FROM THE "GRASS-ROOTS".  MEMBERSHIP  
PROBLEMS FREQUENTLY ARISE BECAUSE THE MANAGEMENT IS USUALLY 
VERY DISTANT FROM THE LOCAL UNI TS OR BRANCHES AND THEREFORE 
LESS IN CONTACT WITH THEM. THE BASIC NATURE OF CENTRALIZED  
ASSOCIATIONS CONTRIBUTE TO T H I S .  FARMERS ARE TAKEN IN DI RECTLY  
IN THE CENTRAL ASSOCIATI ON AND AUTHORITY RESTS WITH THE CENTRAL 
HEADQUARTERS.
U n d e r  a c e n t r a l i z e d  s e t - u p ,  m e m b e r s h i p  r e l a t i o n s  a r e
APT TO BE LESS STRONG THAN UNDER A FEDERATED ORGANI ZATI ON.
T h e y  u s u a l l y  o p e r a t e  o v e r  w i d e  a r e a s  a n d  p e r f o r m  m a n y  m o r e  
s e r v i c e s .  T he  " l o c a l s " u n d e r  a c e n t r a l i z e d  c o o p e r a t i v e  a r e
NOT DIRECTLY CONTROLLED BY THE FARMERS. HEREIN SEEMS TO BE 
THE MAJOR WEAKNESS OF CENTRALIZED ASSOC I A T I ON S.  As MEMBERS 
MAY L I V E  HUNDREDS OF MI LES FROM THE CENTRAL A S SO C I A T I ON ,  THERE
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IS SOME D I F F I C U L T Y  IN MA I N T A I N I N G  THAT CLOSE CONTACT WITH  
MEMBERS WHICH IS SO IMPORTANT TO COOPERATIVE SUCCESS.  THE 
INFORMAL LOCAL UNI TS OPERATED BY THE CENTRAL ORGANIZATION  
ARE NOT ALWAYS SATISFACTORY L I A I S O N  AGENTS,  AS THEY GENERALLY 
ARE IN FEDERATIONS.  MEMBERS TEND TO TAKE LESS PRIDE AND 
INTEREST IN THE LOCAL ORGANIZATION WHICH THEY HAVE NOT 
DEVELOPED AND WHICH THEY DO NOT DIRECTLY CONTROL.
C .  C o o p e r a t i v e  C o u n c i l s
A n o t h e r  t y p e  o f  m e m b e r s h i p  r e l a t i o n s  a t  t h e  i n t e r ­
c o o p e r a t i v e  l e v e l  c o n s i s t s  of  c o o p e r a t i v e  c o u n c i l s  w h i c h
ARE ORGANIZED AT THE COUNTY,  AREA,  STATE OR REGIONAL LEVEL  
TO FOSTER SOME ASPECT OF THE COOPERATIVE MOVEMENT. HOWEVER,  
THESE COUNCILS DI FFER FROM FEDERATION OR CENTRALIZATI ON TO 
THE EXTENT THAT FEW, I F  ANY,  ECONOMIC FUNCTIONS ARE PERFORMED 
THROUGH THE COUNCIL .
Dv o r a c e k  i n  a M i n n e s o t a  s t u d y  r e p o r t e d  q u i t e  e x t e n ­
s i v e l y  on s u c h  c o u n c i l s :
UA REPRESENTATIVE FROM EACH COOPERATIVE IS APPOINTED  
BY I TS  BOARD OF DIRECTORS TO MAKE UP THE COUNTY-WIDE  
COOPERATIVE COUNCI L .  W j T H I N  T H I S  COUNTY COUNCIL THERE 
ARE COMMITTEES MADE UP OF THE REPRESENTATIVES OF EACH 
TYPE OF COOPERATIVE SUCH AS CREAMERIES,  ELEVATORS,  AND 
LIVESTOCK S H I P P I N G  A S S OC I A T I ON S.  THE CHAIRMAN OF EACH 
OF THESE COMMODITY COMMITTEES BECOMES A MEMBER OF THE 
PERMANENT PLANNING COMMITTEE OF THE WHOLE COUNCIL .
T h i s  p l a n n i n g  c o m m i t t e e  i s  r e s p o n s i b l e  f o r  w h a t  i s  t o
BE DONE, INCLUDING THE PROGRAM OF THE MONTHLY MEETI NGS.
T h e  u s u a l  o f f i c e r s  ( p r e s i d e n t ,  v i c e - p r e s i d e n t ,  a n d  
s e c r e t a r y - t.r e a s u r e r ) w i t h  two  m e m b e r s  a t  l a r g e ,  m a k e
up THE EXECUTIVE COMMITTEE.  THE COUNTY AGRICULTURAL  
AGENT WORKS IN AN ADVISORY CAPACITY WITH THE PROGRAM 
COMMITTEE AS WELL AS THE EXECUTIVE COMMITTEE.  THE 
COUNTY COUNCIL IS NOT INCORPORATED SINCE I T  HANDLES 
R ELATI VELY  SMALL AMOUNTS OF MONEY. I N  MI NNESOTA,  THESE
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C O O P E R A T I V E  C O U N C I L S  HAVE ENGAGED I N  THE F O L L O WI NG
a c t i v i t i e s : ( 1 )  C o u n t y - w i d e  c o o p e r a t i v e  p i c n i c s  a n d
e x h i b i t s ,  ( 2 ) E d u c a t i o n a l  m e e t i n g s  i n c l u d i n g  t a x a t i o n  
p r o b l e m s ,  a c c o u n t i n g  m e t h o d s  a n d  t h e  l i k e  a n d  ( 3 )  R e ­
s e a r c h  p r o j e c t s  c o n d u c t e d  on  s p e c i f i c  m a n a g e m e n t  
p r o b l e m s ,  e f f i c i e n c y  s t u d i e s  a n d  t h e  l i k e .  T h i s  r e ­
s e a r c h  w o r k  w a s  c o n d u c t e d  j o i n t l y  w i t h  A g r i c u l t u r a l  
E x p e r i m e n t  S t a t i o n s  a n d  o t h e r  a g e n c  i e s .  " 5 1*
S u m m a r y
T h e  p r o b l e m  o f  m e m b e r s h i p  r e l a t i o n s  a t  t h e  i n t e r ­
c o o p e r a t i v e  L E V E L  I S  C L O S E L Y  A S S O C I A T E D  W I T H  C O M P E T I T I O N  
OR C O O P E R A T I O N  BETWEEN AND AMONG C O O P E R A T I V E S .  K N A P P ,  I N  
A D D R E S S I N G  THE A M E R I C A N  I N S T I T U T E  OF C O O P E R A T I O N ,  S A I D :
" T h e  m o s t  c o m m o n  o b s t a c l e  t o  c o o p e r a t i o n  b e t w e e n
C O O P E R A T I V E S  A P P A R E N T L Y  L I E S  I N  THE A T T I T U D E S  OF MANA­
GERS AND M A N A G E R I A L  G R O U P S .  C O O P E R A T I V E S  D E V E L O P  A 
H I G H  DEGREE OF O R G A N I Z A T I O N A L  C O N S C I O U S N E S S .  T H E Y  
BECOME S E L F - C E N T E R E D  AND J E A L O U S  OF THE SU CCESS OF 
OTHER O R G A N I Z A T I O N S . " 5 5  I T WOULD APP EAR T H AT  MANAGE­
MENT R ATHE R THAN MEMBERS HOLD THE KEY TO B E T T E R  I N T E R ­
C O O P E R A T I V E  R E L A T I O N S .
I n t e g r a t i o n  a t  t h e  i n t e r - c o o p e r a t i v e  l e v e l  i s  b e c o m ­
i n g  R E L A T I V E L Y  MORE I M P O R T A N T  AS LOCAL C O O P E R A T I V E S  SEEK TO 
EXPAND T H E I R  A C T I V I T I E S .  |N C H A P T E R  I V ,  I T  WAS SHOWN T HAT  
C O MP L ET E I N T E G R A T I O N  THROUGH C O O P E R A T I V E S  A F F I L I A T I N G  W I T H  
OTHER C O O P E R A T I V E S  WAS AN I M P O R T A N T  I N T E G R A T I O N  P A T T E R N  
WH I C H  RANKED ABOUT T H I R D  I N  THE S O U T H E R N  B R O I L E R  A R E A S .
COOPERATIVES AS SOCIAL SYSTEMS
B y  S U B S T I T U T I N G  C O O P E R A T I V E  A C T I O N  FOR I N D I V I D U A L ,
5 ^ D v o r a c e k ,  D. C . ,  C o u n t y v  C o o p e r a t i v e  C o u n c i l s .  M i n n .  
E x t .  B u l .  217,  J a n .  19^ 1 .  P p .  1 - 4 .
5 5 k n a p p ,  J .  G . ,  C o m p e t i t i o n  B e t w e e n  C o o p e r a t i v e s . 
U .S .O .A ., Wa s h i n g t o n ,  D. C . 1949. £p . 3 0 -3 1 *
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COMPETI T I VE  STRUGGLE,  A COOPERATIVE ORGANIZATION BECOMES A 
MOST IMPORTANT E NT I TY  W I T H I N  THE ECONOMIC SYSTEM.  L I K E W I S E ,
A COOPERATIVE ASSOCIATION POSSESSES ALL THE ATTRIBUTES OF 
A SOCIAL SYSTEM AND BECOMES IN REALI TY  A SOCIO-ECONOMIC  
U N I T  IN WHICH THE D I S C I P L I N E S  OF SOCIOLOGY AND ECONOMICS 
ARE JOI NT L Y  S I G N I F I C A N T .  IN TURN,  COOPERATIVES MAY BE VIEWED 
AGAINST AN EVEN LARGER BACKGROUND OF I N T E R - D I S C I P L I N A R Y  
SCIENCES SUCH AS P O L I T I C A L  SCIENCE AND PSYCHOLOGY.
TO ACHIEVE MAXIMUM ECONOMIC E F F I C I E N C Y ,  I T  IS IMPERA­
T I V E  THAT SOCIAL INTEGRATION BE SUCCESSFULLY ACHIEVED SO THAT 
MEMBERS OF THE COOPERATIVE CAN FUNCTION WITH FEW R E S T R I CT I ON S ,  
WHETHER S O C I AL ,  ECONOMIC OR OTHERWISE.  LOOMIS AND BEEGLE 
DELINEATE SEVERAL ELEMENTS OF A SOCIAL SYSTEM WHICH ARE
cr £
IMPORTANT IN STUDYING THE FUNCTIONING OF A SOCIAL U N I T .
T h e s e  e l e m e n t s  a r e :  ( 1) R o l e s ,  ( 2 )  S t a t u s ,  ( 3 )  A u t h o r i t y ,
(1+) R i g h t s ,  ( 5) O b j e c t i v e s ,  ( 6) Norms and  ( 7) T e r r i t o r i a l i t y .
On e  o f  t h e  t e n  o p e r a t i n g  b r o i l e r  c o o p e r a t i v e s  i n  
L o u i s i a n a  i s  s e l e c t e d  f or  a n a l y s i s  r e g a r d i n g  i t s  f u n c t i o n i n g  
a s  a s o c i a l  s y s t e m .
C a s e  A 
Ma r t h a v i l l e ,  L o u i s i a n a  
Br o i l e r  Gr o w e r s ' A s s o c i a t i o n
D u r i n g  J a n u a r y  1 9 5 1 AND e a r l i e r ,  d e a l e r s  w e r e  c h a r g i n g  
e x c e s s i v e  p r i c e s  f o r  f e e d  c a u s i n g  some g r o w e r s  t o  e x p e r i e n c e
5 ^ L o o m i s ,  C. P. a n d  B e e g l e ,  J . A . ,  R u r a l  S o c i a l  S y s t e m s . 
P r e n t i c e - H a l l ,  New Y o r k ,  N. Y . ,  1 9 5 ° «  P p * 5 " 7 *
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LARGE F I NANC I A L  LOSSES.  | T  WAS APPARENT TO EVERYONE CON­
CERNED THAT THE BROILER GROWERS COULD NO LONGER REMAIN UNDER 
THE F I NA N C I AL  DOMINANCE OF FEED DEALERS NOR COULD THE GROWERS 
CONTINUE TO ACT I N D I V I D U A L L Y  ELSE THEY WOULD JEOPARDIZE THE 
ENTIRE BROILER ENTERPRISE IN THE COMMUNITY.  THE CONDITIONS  
WERE RI PE FOR SEVERANCE OF CONNECTIONS WITH FEED DEALERS 
AND THE FORMATION OF A COOPERATIVE WHICH WAS ACCOMPLISHED IN
F e b r u a r y  1 9 5 1 *
. ( 1 )  R o l e s
R o l e s  r e f e r  to  t h e  b e h a v i o r  w h i c h  i s  e x p e c t e d  of
PERSONS WHO F I L L  GIVEN POSI T I ONS IN S P E C I F I C  GROUPS. THREE 
PERSONS PLAY THE DOMINANT ROLE IN THE COOPERATIVE:  ( l )
S e l l e r  a g e n t ,  ( 2) F e e d  a g e n t  and ( 3) B o a r d  s e c r e t a r y .  A l l
THE OTHER MEMBERS PLAY APPROXIMATELY THE SAME ROLE,  V I Z :
THAT OF P AR T I C I P A T I N G  MEMBERS IN THE BUYING OF FEED,  HAVING 
A VOICE IN MEETINGS AND IN CASTING VOTES.  THE MEMBERS SEEM 
TO FEEL THAT NO ONE SHOULD STEP " O U T - O F - RO L E"  BY SETTING  
POLICY FOR THE COOPERATIVE OR OF ACTING FOR I T  IN ANY CAPA­
C I TY  EXCEPT BY THE SEVERAL DULY ELECTED OFFICERS AND APPOINTED  
AGENTS.
( 2 )  S t a t u s
S t a t u s  r e f e r s  to  t h e  r a n k i n g  g i v e n  i n d i v i d u a l s  b a s e d
UPON THE CONSENSUS OF MEMBERS AS TO WHAT T RAI TS  AND Q U A L I T I E S  
ARE TO BE RATED HIGH AND LOW. ACTUALLY,  THE THREE MEMBERS 
CI TED ABOVE DO NOT HAVE AS MUCH STATUS AS IS GIVEN TO SOME 
OTHER MEMBERS. THE OFFICERS WERE NOT CHOSEN BECAUSE OF 
SOCIAL STATUS BUT BECAUSE THEY APPEARED TO BE THE BEST
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TRAINED AND THE MOST E F F I C I E N T  LEADERS IN THE COOPERATIVE.
T he  p e r s o n  or p e r s o n s  who o r i g i n a t e d  t h e  b r o i l e r  e n t e r p r i s e  
i n  t h e  a r e a  a r e  g i v e n  t h e  h i g h e s t  s t a t u s . I t w o u l d  s e e m
THAT TENURE IN THE BROILER BUS INESS’ PLUS THE F I NANC I A L  
SUCCESS ACHIEVED ARE THE TWO MOST IMPORTANT ELEMENTS IN 
D E F I N I N G  STATUS.
Ho w e v e r ,  a s  t i m e  p r o g r e s s e s  i t  i s  p o s s i b l e  t h a t
SOME DETERMINANT MAY COME INTO PLAY OTHER THAN TENURE.
Wh e t h e r  a g r o w e r  h a s  b e e n  i n  t h e  b u s i n e s s  e i g h t  or t e n  y e a r s
WI LL NOT MATTER AS MUCH AS IN THE EARLIER DAYS OF ORGANI ­
Z A T I O N .  OF COURSE, SUCH T RAI TS  AS I NT E L L I GE N C E,  HONESTY,  
A M B I T I O N ,  AND I NT E GR I TY  ARE ALL PART OF THE STATUS RANKING 
SYSTEM BUT,  ASSUMING THAT THESE ARE ABOUT EQUAL, THEN TENURE 
AND F I NA N C I AL  ACHIEVEMENT ARE FOREMOST CONSI DERATI ONS.
( 3 )  A u t h o r i t y
T h i s  e l e m e n t  r e f e r s  to t h e  r i g h t  a n d  p o we r  of
I N D I V I D U A L S  TO INFLUENCE OTHERS.  I t ACSOl I MP L I ES  CERTAIN
d u t i e s .  A u t h o r i t y  i s  v e s t e d  m a i n l y  i n  t h e  f e e d  a g e n t ,  s e l l e r
AGENT AND THE BOARD SECRETARY.  THE FEED AGENT ORDERS AND 
DELI VERS FEED TO THE GROWERS WHILE THE SELLER AGENT IS IN 
CHARGE OF MARKETING BROI LERS.  THE BOARD SECRETARY PURCHASES 
CHICKS AND SUPPLIES.  EXCEPT FEED,  COLLECTS DUES AND KEEPS RECORDS.
T h i s  d i v i s i o n  o f  a u t h o r i t y  i s  n o t  s p e c i f i c a l l y  i n  l e g a l  w r i t i n g . 
I t  h a s  e v o l v e d  a s  t h e  c o o p e r a t i v e  d e v e l o p e d  a n d  i s  b a s e d  m o r e s o  
on  t h e  p r o f i c i e n c y  of  t h e  o f f i c i a l s  c o n c e r n e d .  T h e  c o - op
HOLDS A MONTHLY MEETING IN WHICH THE O F F I C I A L S  REPORT TO 
THE CO-OP AND THE MEMBERS IN TURN OUTLINE THEIR VIEWS TO THE
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o f f i c e r s .  T h e  B o a r d  o f  D i r e c t o r s  i s  o n l y  a d e  f a c t o  b o d y
WHICH I S ,  FOR THE MOST PART,  I N A C T I V E .  IT  MERELY F UL F I L L S  
THE STATUS CONCEPT OF MEMBERS BY PLACING THE SEVEN OLDEST 
BROILER GROWERS ON THE BOARD. RECENTLY T H I S  HAS BEEN 
CHANGED AND THE BOARD SELECTION DEMOCRATIZED.  ANY CONTRO­
VERSI AL SUBJECT IS SUBMITTED TO A MAJORITY VOTE AND IN T H I S  
RESPECT MANY ISSUES ARE REMOVED FROM THE J U R I S D I C T I O N  OF THE 
PRI NC I PA L  O FF I CERS.
( U )  R i g h t s
T h i s  c o n c e p t  r e f e r s  t o  t h e  i m m u n i t y  f r o m  a u t h o r i t y
AND DUTIES OR THE REQUIRED OBEDIENCE TO AUTHORITY AND THE 
REQUIREMENTS ASSOCIATED WITH THE I N D I V I D U A L ' S  ROLE.  ALL  
THE MEMBERS HAVE RIGHTS AS PRESCRIBED BY THE CONSTI TUTI ON  
WHICH INCLUDES DI SCUSSION OF TOPICS AND CASTING VOTES.  ANY 
GRIEVANCE WHICH THE MEMBERS MIGHT HAVE ARE TAKEN UP AT THE 
WEEKLY MEETI NG.  BESIDES ATTENDING MEETINGS AND CASTING VOTES,  
THE MEMBERS HAVE RELATI VELY FEW PRESCRIBED D U T I E S .  THEY DO 
HAVE TO BE PROMPT IN PLACING THEI R FEED ORDERS AND PAYING 
FOR THEI R FEED.  NO MEMBER IS SHOWN ANY FAVORI T I SM IN THISI t  
RESPECT.  T he  MAIN OFFICERS ARE RESPONSIBLE TO THE MEMBERS 
AND THEY TOO ENJOY NO SPECIAL P R I V I L E G E ,  IN FACT THEY MAY 
SERVE WITH L I T T L E  OR NO SALARY.  THE OFFICERS KNOW THEY 
ARE RENDERING GREAT SERVICE TO THE COMMUNITY AND FEEL THAT 
THE SUCCESS OF THE BROILER ENTERPRISE WILL A I D THE AREA 
MAT ERI AL LY.
( 5 )  E n d s  a n d  O b j e c t i v e s
T h e s e  r e f e r  t o  c h a n g e s  or  p e r h a p s  t h e  m a i n t e n a n c e  o f
THE STATUS QUO WHICH MEMBERS OF THE SYSTEM EXPECT TO ACCOMPLISH
THROUGH THE OPERATION OF THE SYSTEM,  THE OBJECTIVES ARE 
SIMPLE AND CLEAR.  THE BROILER GROWERS ANT I C I  PATE . DO ING 
MORE COLLECTIVELY THAN THEY COULD DO I N D I V I D U A L L Y .  THE 
FEED DEALERS WERE EXTRACTING AN EXCESSIVE MARGIN ON FEED 
AND SINCE FEED COST REPRESENTS ABOUT J O  PER CENT OF ALL 
BROILER COSTS I T  WAS EVIDENT THAT THIS BROILER AREA WOULD 
NOT SURVIVE LONG UNDER T H I S  HIGH COST STRUCTURE.  BY BUYING 
FEED COOPERATIVELY THEY SAVE ABOUT $ 1 . 0 0  PER CWT. OF FEED 
OR ABOUT 10  CENTS PER BIRD PRODUCED OVER A 10-WEEK PERIOD.
A t F I R S T ,  THE SOLE OBJECTIVE OF THE CO-OP WAS PURCHASING
f e e d . H o w e v e r ,  s i n c e  i t s  f o r m a t i o n  t h e  c o - op  h a s  e x p a n d e d
I TS FUNCTIONS TO INCLUDE THE MARKETING OF BROI LERS.  LATER,  
OTHER A C T I V I T I E S  WERE ADDED.  IT IS EVIDENT THAT THE COOPERA­
T I V E  ORIGINATED OUT OF A C R I S I S  AMD CONTINUES TO SURVIVE ON 
THE PREMISE THAT FEED DEALERS DO NOT A N T I C I P A T E  LOWERING 
THEIR MARGIN OF P R OF I T .  MANY BELIEVE THAT THE CO-OP WOULD 
HAVE FAILED HAD THE FEED DEALERS REDUCED PRICES THUS E L I M I N A T ­
ING THE MAIN OBJECTIVE OF THE COOPERATIVE A S S OC I A T I ON .
( 6 )  Norms
N o r m s  r e f e r  to  r u l e s  w h i c h  g o v e r n  t h e  a p p l i c a t i o n  
OF m e a n s  i n  t h e  a c c o m p l i s h m e n t  of  t h e  e n d s  or o b j e c t i v e s .
T h e r e  a r e  t wo  s e t s  o f  n o r m s  t o  f o l l o w  i n  t h e  c o o p e r a ­
t i v e : PRESCRIBED AND NON-PRESCRI  BED. THE FORMER ARE DERIVED
FROM THE COOPERATIVE LAWS OF LOUI S IANA WHICH ENUMERATE WHAT 
A CO-OP CAN OR CANNOT DO AND ALSO THE DUTIES OF MEMBERS 
RELATIVE TO MEETINGS,  D I V I D E N D S ,  AND THE L I K E .  THE NON­
PRESCRIBED NORMS ARE UNDEFINED AND R E L A T I V E .  IN MEETINGS,
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FOR EXAMPLE,  PARLIAMENTARY PROCEDURE IS DISPENSED WITH IN 
FAVOR OF TRAD I T I ONA L COMMUNITY ACTION OR THE "WAY WE DO 
THINGS H E R E . "  I T  IS HERE THAT THE GEMEINSCHAFT ( f A M I L I S T I c ) 
INFLUENCE MEETS THE GESELLSCHAFT (CONTRACTUAL)  ATTRIBUTES  
OF COOPERATI V I SM.  IN OTHER WORDS, THE FORMAL RULES ARE 
FOLLOWED ONLY WHEN NECESSARY AND INFORMALITY PREVAILS THE 
REMAINDER OF THE T I M E .  T H I S  INFORMALITY IS PERMEATED WITH 
THE TRAD I T I ONA L BEHAVIOR OF H I L L  FARMERS WHO PREFER TO ACT 
AS I N D I V I D U A L S  BUT CONSENT TO A COOPERATIVE ONLY BECAUSE 
THEI R VERY ECONOMIC SURVIVAL IS THREATENED.
( 7) T e r r i t o r i a l i t y
T he  l o c u s  a n d  s p a c e  r e q u i r e m e n t s  of  a s o c i a l  s y s t e m  
a r e  r e f e r r e d  t o  a s  t e r r i t o r i a l i t y . T h e  b r o i l e r  a c t i v i t y  
i s  c e n t e r e d  i n  t h e  t o wn  of  Ma r t h a v i l l e . H o w e v e r ,  t h e  c o - o p
HAS BEEN DRAWING MEMBERS FROM BELMONT,  PLEASANT H l L L ,  CONVERSE,
a n d  Ma n y  i n  S a b i n e  Pa r i s h ;  f r o m  Ro b e l i n e ,  P r o v e n c a l ,  G o r u m ,  
Ca m p t i ,  a n d  N a t c h e z  i n  N a t c h i t o c h e s  Pa r i s h . T h e  m o r e  m e m b e r s  
i t  d r a w s  t h e  l o w e r  t h e  u n i t  c o s t  of  o p e r a t i o n  a s  v o l u m e  
e x p a n d s .  Ho w e v e r ,  s o m e  c o o p e r a t i v e  m e m b e r s  f e e l  t h a t  t h e s e
NEWCOMERS MAY DISRUPT THE CLOSE F R I EN D S H I P  AND MUTUAL INTERESTS  
THAT HAVE EVOLVED AND SUBSTITUTE FOR I T  A MORE IMPERSONAL 
ORGANISM WHICH MIGHT TEND TO ESCAPE .THE CONTROL OF THE MEMBERS.
T h i s  v i e w  wa s  j u s t i f i e d  b e c a u s e  t h r e e  new  c o o p e r a t i v e s  w e r e
FORMED FROM T H I S  COOPERATIVE MEMBERSHIP.
COOPERATIVES AND 
GEMEINSCHAFT-GESELLSCHAFT STRUCTURES
F a r m e r s  a n d  o t h e r s  h a v e  c o m e  t o  r e a l i z e  t h a t  t h e
FORMATION AND OPERATION OF COOPERATIVES INTRODUCE MANY
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FEATURES OF BUSINESS CONDUCT AND STANDARDS WHICH ARE SOMEWHAT 
D I F F I C U L T  FOR THEM TO COMPREHEND. I n OTHER WORDS, A COOPERA­
T I V E  E NT I T Y  REPRESENTS A RATIONAL AND CALCULATED ATTEMPT TO 
ACHIEVE STATED OBJECTIVES AND IN T H I S  SENSE MAY BE LABELED 
AS GESELLSCHAFT,  OR THAT DENOTING CONTRACTUAL RELATI ONS.
Wh e n  i n f o r m a l  a s s o c i a t i o n s  a r e  f o r m e d  o u t  o f  a n  e m o t i o n a l l y
BASED DESIRE OR I N C L I N A T I O N  WE MAY LABEL T H I S  AS GEMEINSCHAFT,  
OR THAT DENOTING F A M I L I S T I C  AND NON-CONTRACTUAL RELATI ONS.
I t i s  a p p a r e n t  t h a t  t h e  m o d e r n  c o n c e p t  o f  c o o p e r a t i v e
ASSOCIATIONS TEND MORE TOWARD GESELLSCHAFT BEHAVIOR WHERE 
RATIONAL ACTION IS SUBSTITUTED FOR NON-RAT IONA L OR EMOTIONAL  
BEHAVIOR,  ESPECIALLY WHERE INTEGRATION IS CONCERNED. CO­
OPERATIVES TODAY ARE FUNCTIONALLY S P E C I F I C  RATHER THAN DIFFUSED  
DUE TO LEGAL AND ECONOMIC FACTORS AS WELL AS TO THE GROWING 
COMPLEXITY IN MANAGEMENT. THE CONCEPT OF L I M I T E D  RESPONSI ­
B I L I T Y  IS NOT ONLY INCORPORATED IN THE BY-LAWS BUT ALSO |S AN 
ORDINARY OPERATING PRACTICE IN THE UNI TED STATES AS OPPOSED TO 
THE COMMUNITY OF FATE CONCEPT ACCEPTED AND PRACTICED BY
D a n i s h  c o o p e r a t o r s . I n t e g r a t i o n  of  r o l e s  o u t s i d e  t h e  s y s t e m
HAS ALSO BECOME MORE S P E C I F I C .  DUE TO COMPLEX COOPERATIVE  
MANAGEMENT AND D U T I E S ,  PERFORMING ROLES OUTSIDE THE CO-OP  
THAT ARE I NCONSI STENT WITH CO-OP FEELING IS APT TO CAUSE 
C R I T I C I S M ,  SUCH AS THE MANAGER’ S SON OR CLOSE RELATI VE WORK­
ING FOR A BUSINESS IN DIRECT COMPETIT ION WITH THE COOPERATIVE
D e s p i t e  a t e n d e n c y  t o w a r d  Ge s e l l s c h a f t  s t r u c t u r e s  i n
I b i d . .  p p .  18- 2 5 .
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CO-OPS,  THERE REMAIN MANY ELEMENTS OF A GEMEINSCHAFT NATURE 
WHICH CAN AND ARE BEING U T I L I Z E D  TO STRENGTHEN THE BUREAU­
CRATIC NATURE OF COOPERATIVES.  THE EMPHASIS ON IMPROVING 
MEMBERSHIP RELATIONS GIVES EVIDENCE THAT GEMEINSCHAFT ELEMENTS 
ARE V I TA L  TO THE SURVIVAL OF COOPERATIVE ASSOC I A T I ON S.  T H I S  
PROVIDES THE MANAGEMENT AN OPPORTUNITY TO PRESERVE SOME OF 
THE F A M I L I S T I C  FEATURES WHICH CONTRIBUTE TO MORE STABLE 
ORGAN I Z A T I O N S .
S t u d i e s  i n  c o o p e r a t i o n  h a v e  s h o w n  t h a t  s o m e
GEMEINSCHAFT ELEMENTS MUST BE RETAINED IF  COOPERATIVES ARE 
TO SUCCEED AND ACHIEVE MAXIMUM E F F I C I E N C Y .  A RATHER SMALL 
GEOGRAPHIC AREA CONTAINING A HOMOGENUOUS MEMBERSHIP AND 
PERSONAL CONTACTS ARE ESSENTIAL GEMEINSCHAFT FEATURES WHICH 
ARE TOO OFTEN LOST IN COOPERATIVES OPERATING OVER WIDE AREAS.
F or LASTING SUCCESS,  A COOPERATIVE MUST BE A SYNTHESIS OF 
F A M I L I S T I C  GEMEINSCHAFT AND CONTRACTUAL GESELLSCHAFT.  A C H I E V ­
ING T H I S  PRECARIOUS BALANCE IN PERSONAL RELATI ONSHI PS AND 
BUSINESS E F F I C I E N C Y  WARRANTS CLOSER STUDY AND RESEARCH AMONG 
STUDENTS OF COOPERATION.  ^OOMIS AND BEEGLE CONCLUDE THAT 
THE ORDINARY PURCHASING AND MARKETING CO-OP IS MORE GESELLSCHAFT  
THAN GEMEINSCHAFT.  IN REGARD TO PERSONAL R E LA T I O N S HI P S ,  SUCH
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COOPERATIVES ARE MORE GEMEINSCHAFT THAN GESELLSCHAFT.
A p p r a i s a l
I f BROILER GROWERS ARE NON- INTEGRATED AND ATOMI ST I C  
IN AN ECONOMIC SENSE,  THERE IS IN REALI TY  NO " S O C I A L ” PROBLEM.
58j Lb Ld . ,  p p .  •
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Or t h o d o x  e c o n o m i c  t h e o r y  s u g g e s t s  t h a t  no s o c i a l  p r o b l e m s
CAN E X I S T  BECAUSE NO "GROUP” CAN E X I S T .  I F  A NUMBER OF 
COMPETITORS EITHER ON THE BUYING OR SELLING SIDE OR BOTH 
FORM AN ASSOC I A T I ON ,  THE ELEMENT OF AN ATOMI STI C AND PERFECT 
MARKET IS LOST.  S l NCE ORTHODOX THEORY WAS WED TO THE IDEA 
OF ATOMI ST I C MARKETS,  ORTHODOX ECONOMISTS NEGLECTED THE 
SOCIAL AND ECONOMIC S I G N IF I C A N C E  OF GROUP ACTI ON.  BUT,
IF  MODERN ECONOMIC THEORY RECOGNIZES THAT GROUP ACTION IS  
SUBSTITUTABLE FOR I N D I V I D U A L  ACTION SUCH AS THROUGH CO­
OPERATIVE INTEGRATI ON,  THEN A "PROBLEM1 A R I S E S,  V I Z :  HOW
TO MAKE THE GROUP FUNCTION MORE EFFECTI VELY FROM AN ECONOMIC 
STANDPOINT AS WELL AS FROM THE STANDPOINT OF OTHER D I S ­
C I P L I N E S  SUCH AS SOCIOLOGY AND PSYCHOLOGY.
I n t e g r a t i o n  t h e o r y  s u p p o r t s  t h e  v i e w  t h a t  a t o m i s t i c
AGRICULTURAL MARKETS ARE AN OVER-SIMPL I F I C A T I  ON AND THAT 
MARKETS ARE MORE " I MPERFECT"  THAN " PERF ECT " .  INSTEAD OF 
CHANGING THE NATURE OF MARKETS FROM " I MPERFECT"  TO "PERFECT"  
SO THAT ECONOMIC THEORY MIGHT BE S A T I S F I E D ,  I T  WOULD BE 
EASIER TO CHANGE THE THEORY ANO FORMULATE A NEW D E F I N I T I O N  
OF A "PERFECT" MARKET BY TAKING INTO ACCOUNT ALL THE VARIOUS  
ACADEMIC D I S C I P L I N E S  AND WELDING THEM INTO A U N I F I E D  AND COM­
PREHENSIVE THEORY OF MODERN ECONOMIC BEHAVIOR.
CHAPTER VI 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
T h e  b r o i l e r  i n d u s t r y  e x p a n d e d  a t  a r a p i d  r a t e  i n  
L o u i s i a n a  a n d  i n  o t h e r  p a r t s  of  t h e  c o u n t r y  w i t h  o v e r  one
B I L L I O N  BROILERS PRODUCED IN THE UNI TED STATES IN 1 9 5 ^ *
T he  c o s t  of  g r o w i n g  b r o i l e r s  h a s  d e c l i n e d  d u e  t o  m a s s
PRODUCTION TECHNIOUES AND IMPROVED TECHNOLOGY IN GROWING 
AND MARKETING.  DURING A GIVEN YEAR,  THE OUTPUT OF. BROI LERS  
FLUCTUATES ACCORDING TO THE OPTIMISM OR PESSI MI SM OF GROWERS 
CONCERNING BROILER P R I C E S.  BROILER ENTREPRENEURS HAVE COME 
TO EXPECT A '‘GOOD" PROFIT ON ONE LOT;  A M F AIR ” PROFIT ON 
ANOTHER; A "BREAK-EVEN" LOT AND A "LOSS" ON EVERY FOURTH
l o t . E x c e p t  f o r  s o m e  s e a s o n a l  v a r i a t i o n ,  c o n s u m e r  d e m a n d
FOR BROILER MEAT IS RATHER STABLE OURING THE YEAR.  S l NCE
Wo r l d  War  I I ,  p e r  c a p i t a  a n d  t o t a l  b r o i l e r  c o n s u m p t i o n  h a s
BEEN R I S I N G .
T h e  m a j o r  p r e m i s e  of  t h e  s t u d y  i s  t h a t  i n t e g r a t i o n
PATTERNS IN PROCURING INPUTS AND DI SPOSI NG OF OUTPUT HAVE 
DEVELOPED IN THE BROILER INDUSTRY AND THAT T H I S  INTEGRATION  
IS C O N T I N U I N G .  No FORMAL THEORY HAD BEEN DEVELOPED TO EX­
PLAI N S AT I S F A C T O R I LY  THE DEVELOPMENT OF ECONOMIC INTEGRATION  
IN THE BROILER INDUSTRY.  A NUMBER OF EMPI RI CAL STUDIES  
TOUCHED UPON THE SUBJECT OF FIRM INTEGRATION BUT ALL OF 
THEM SUFFERED FOR LACK OF A THEORETICAL STRUCTURE.
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T h i s  s t u d y  f u r n i s h e d  a t h e o r e t i c a l  f r a m e w o r k  f o r
I D E N T I F Y I N G  AND EVALUATING VARIOUS INTEGRATION PATTERNS IN 
THE BROILER INDUSTRY REGARDLESS OF I TS GEOGRAPHIC LOCATION.
B e s i d e s  n o n - i n t e g r a t i o n ,  two b a s i c  i n t e g r a t i v e  p a t t e r n s  
w e r e  d e l i n e a t e d : ( 1 )  Qu a s i  a n d  ( 2 )  C o m p l e t e  i n t e g r a t i o n .
T h e  f o r m e r  r e f e r s  t o  i n t e g r a t i v e  a r r a n g e m e n t s  e i t h e r  h o r i ­
z o n t a l ,  VERTICAL OR CI RCULAR,  WHERE TWO OR MORE FIRMS 
DEVELOP WORK I MG AGREEMENTS ANd / oR CONTRACTS BUT RETAIN  
THEIR SEPARATE I D E N T I T Y  AND ENTREPRENEURSHIP.  THE LATTER,
OR COMPLETE I NTEGRATI ON,  REFERS TO FIRMS WHICH ABSORB OR 
CREATE OTHER FIRMS ANd / o R FUNCTIONS IN THE ECONOMIC PROCESS 
UNDER A SINGLE ENTREPRENEUR.  BOTH PROFIT AND NON-PROFIT  
CORPORATIONS MAY FOLLOW THESE PATTERNS.
F rom a t h e o r e t i c a l  s t a n d p o i n t ,  t h e  a d v a n t a g e s  a n d
DISADVANTAGES OF INTEGRATION ARE MANY AND V A R I E D .  IT  IS 
RECOGNIZED THAT INTEGRATION MAY LEAD TO LOWER PRODUCTION 
AND MARKETING COSTS DUE TO ECONOMIES OF SCALE.  HOWEVER,
AS LARGER SCALE OPERATIONS ARE AT T A I N ED,  THE INTEGRATED FIRM 
OR FIRMS MAY INCREASE THEI R INFLUENCE OVER P R I C E .  WHETHER 
THE NET GAIN GOES TO S O C I ET Y ,  TO THE FIRMS OR TO BOTH IS 
NOT ALWAYS CLEAR.
An i n t e r e s t i n g  a s p e c t  o f  i n t e g r a t i o n  i s  i t s  r e l a t i o n
SHIP:  TO COMPETI T I VE  MARKET STRUCTURES.  NON-1NTEGRATI  ON IS
CONSISTENT WITH THE THEORY OF M PERFECT COMPET I T I  ON" .  ON THE 
OTHER HAND, QUASI - INTEGRATI  ON IS MORE CONSISTENT WITH IMPER­
FECT OR MONOPOLISTIC C O M P E T I T I ON .  COMPLETE INTEGRATION  
WHETHER PROFIT OR N O N- P R O FI T ,  REPRESENTS MORE OF A DANGER
TOWARD MONOPOLY ( i N  S E L L I N G )  AND MONOPSONY ( i N  B U Y I N G ) .  I T 
WAS CONCLUDED THAT WHILE BROILER GROWERS MAY BUY " I N P U T S ”
AND SELL "OUTPUTS" IN PERFECT COMPETIT ION AMONG THEMSELVES,  
THE BUYERS AND SELLERS WHICH THEY FACE ARE NOT PERFECTLY 
COMPETI T I VE  AMONG THEMSELVES.  THI  S " I MPERFECT"  MARKET STRUC 
TURE MAY BE CARRIED INTO BROILER GROWING AS FEED DEALERS AND 
OTHERS INTEGRATE GROWERS WITH THEM.  THE MARKET STRUCTURE 
AT THE GROWER LEVEL MAY THEN BE SHI FTED FROM " A T O M I S T I C "  TO 
" a g g r e g a t i v e " .  I t  was  n o t e d  t h a t  INTEGRATION a t  t h e  b r o i l e r  
GROWING LEVEL DOES NOT CAUSE A MARKET STRUCTURE TO BECOME
" i m p e r f e c t " .  P r o b a b l y ,  t h e  s t r u c t u r e  i s  a l r e a d y  " i m p e r f e c t "
THEREFORE,  THE IMPERFECTION IS ONE OF DEGREE RATHER THAN OF 
SUBSTANCE.  ALSO,  VARIOUS PATTERNS OF INTEGRATION MAY CO­
E X I S T  IN A GIVEN MARKET SUCH AS QUASI AND COMPLETE INTEGRA­
T I O N .  T h e r e  e x i s t s  a c e r t a i n  f l e x i b i l i t y  w h i c h  p e r m i t s
FIRMS TO MOVE IN AND OUT OF CERTAIN INTEGRATION PATTERNS.
F rom  a t h e o r e t i c a l  s t a n d p o i n t ,  c o m p e t i t i o n  m a y
S T I L L  BE VIGOROUS EVEN BETWEEN AND AMONG INTEGRATED STRUC­
TURES,  PARTICULARLY THE VERTICAL TYPES.  THE HYPOTHESIS IS 
THAT I F  INTEGRATION CAN RESULT IN LOWERING COSTS OF PRO­
DUCTION WITHOUT UNDULY EXTENDING THE F I R M ' S  CONTROL OVER 
P R I C E ,  THEN SOCIETY CAN BENEFI T  AND PRODUCTIVE SOURCES CAN 
BE ECONOMICALLY U T I L I Z E D .
T h e  n e x t  s t e p  i n  t h e  s t u d y  was  t o  t e s t  t h e  i n t e g r a ­
t i o n  PATTERNS THEORETICALLY DEL I NEATED.  F lRMS IN THE FEED 
M I L L I N G ,  CHICK HATCHERY AND BROILER PROCESSING SEGMENTS OF 
THE INDUSTRY WERE EXAMINED IN RELATION TO NON-1NTEGRATI  ON,
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QU A S I - I N T E GR A T I ON  AND COMPLETE INTEGRATI ON,  WHETHER PROFIT  
OR N O N - P R O F I T .  |N A D D I T I O N ,  FINANCE AGENCIES WERE EXAMINED 
FOR THEI R ROLE IN FOSTERING ECONOMIC INTEGRATI ON.
F i r m  i n t e g r a t i o n  e x i s t s  a t  a l l  s t a g e s  i n  t h e  g r o w i n g
AND MARKETING OF BROI LERS.  |N FEED M I L L I N G  AND D I S T R I B U T I O N ,  
ECONOMIC INTEGRATION CONSISTS MAINLY OF: ( l )  Q U A S I - I N T E -
GRATION WHERE P R O F I T - T Y PE  MI LLS D I ST RI BUT E THEIR FEED TO 
FRANCHISED DEALERS AND ( ' d ) COMPLETE INTEGRATION WHERE CO­
OPERATIVE FEED MI LLS D I S T R I B U T E  THEI R FEED TO ASSOCIATIONS  
OF BROILER GROWERS WHO OWN THE M I L L S .  |N THE LOUI S IANA  
BROILER INDUSTRY,  F EEDDEAL ERS QUASI -  I NT EGRATE WITH FEED 
MI LLS  LOCATED O U T - O F - S T A T E .  FEED COOPERATIVES INTEGRATE 
AND HAVE OWNERSHIP IN CO-OP FEED MI LLS ALSO LOCATED OUTSIDE
L o u i s i a n a .  I t a p p e a r s  t h a t  t h e  main  o p p o r t u n i t y  in  t h e  
L o u i s i a n a  f e e d  m i l l i n g  i n d u s t r y  r e s t s  in  t h e  d e v e l o p m e n t  o f
LOCAL CONCENTRATE-GRAIN MI X I NG WHERE FEED COSTS CAN BE 
REDUCED,  F I NANCING BURDENS EASED AND WHERE FURTHER I N T E ­
GRATION IN POULTRY MARKETING CAN BE FOSTERED.
I n THE HATCHERY BUSI NESS,  INTEGRATION PATTERNS IN 
ACQUIRING HATCHING EGGS AND IN D I SPOSI NG OF DAY-OLD CHICKS  
WERE FOUND TO BE HIGHLY DEVELOPED.  HATCHERIES USE MAINLY  
Q U A S I - I N T E G R A T I V E  ARRANGEMENTS WITH FLOCKOWNERS FOR THE 
PRODUCTION OF BROI LER- TYPE HATCHING EGGS AND IN TURN,  Q UA S I -  
INTEGRATE THEI R OUTPUT OF BROI LER- TYPE CHICKS TO FEED DEALERS,  
COOPERATIVE ASSOCIATIONS AND BROILER GROWERS, IN THAT ORDER.  
NON- I NT EGRAT I ON IS NOT IMPORTANT IN BROILER CHICK OPERATIONS.
C o o p e r a t i v e  c h i c k  h a t c h e r i e s  a r e  p r e v a l e n t  i n  s o m e  a r e a s  su c h
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a s  i n  N o r t h w e s t  A r k a n s a s . H a t c h e r i e s  o p e r a t i n g  on a s m a l l
SCALE MAY MANAGE THEI R OWN EGG FLOCKS AND GROW-OUT THEIR  
OWN CHICKS TO BROILER-AGE AND THUS FOLLOW COMPLETE VERTICAL  
INTEGRATI ON.  IN L O U I S I A N A ,  MOST OF THE BROI LER-TYPE HATCHING 
EGG FLOCKS ARE QUASI - I NTEGRATED WITH LARGE OUT-OF-STATE  
HATCHERIES WlflCH IN TURN QUASI - 1 NTEGRATE THEIR SUPPLY OF 
CHICKS TO FEED DEALERS AND BROILER GROWERS IN LOUI SI ANA AND 
ELSEWHERE.  CONSIDERABLE CROSS-MOVEMENT OCCURRS IN TRANSPORT­
ING EGGS OUT OF L O U I S I A N A ;  HATCHING THEM AND THEN EXPORTING 
SOME OF THE CHICKS TO L O U I S I A N A .
S i n c e  p r o c e s s o r s  a r e  i n  p r o x i m i t y  t o  d i s t r i b u t i o n
AND CONSUMPTION LEVELS IN THE BROILER MARKETING PROCESS,
THEY CONSTITUTE A KEY AGENCY IN INTEGRATION BECAUSE THEY 
ARE IN A P OSI T I ON TO TRANSMIT THE NEEDS OF THE MARKET BACK 
TO FEED DEALERS AND GROWERS WHO SUPPLY THEM WITH BROI LERS.
Pr o c e s s o r s  ma y  n e g o t i a t e  c o n t r a c t s  w i t h  c h a i n  s t o r e s  a n d
OTHER OUTLETS FOR A CERTAIN VOLUME OF BROILERS PER WEEK 
WHICH WILL THEN REQUIRE THE NEGOTIATION OF AGREEMENTS WITH 
GROWERS AND DEALERS FOR A S P E C I F I C  VOLUME OF B I R D S .  SUCH 
AGREEMENTS ARE OF A QUASI - 1NTEGRATIVE NATURE,  BEING EITHER  
BACKWARD OR FORWARD QUASI -VERT ICAL I NTEGRATI ON.  I F PRO­
CESSORS ARE NOT S A T I S F I E D  WITH QUAS I - I NT EGRATI ON, THEY MAY 
DECIDE TO PRODUCE THEI R OWN BROILERS OR HIRE FARMERS TO 
GROW BROILERS FOR THEM AS IS COMMON IN GEORGIA,  ALABAMA ANO 
IN OTHER BROILER AREAS.  BROILER GROWERS, L I KE  THOSE IN
A r k a n s a s ,  m a y  s e t - u p  t h e i r  own p r o c e s s i n g  p l a n t s . Pr o c e s s o r s
OPERATING ON A RATHER SMALL SCALE MAY BE COMPLETELY INTEGRATED
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FROM GROWING THE B I R D S ,  PR OCESSI N G,  AND S E L L I N G  THEM D I R E C T  
TO CONSUMERS THROUGH T H E I R  OWN R E T A I L  U N I T S .
I n L o u i s i a n a ,  p r o c e s s o r s  c a n n o t  a c c o m o d a t e  a d e q u a t e l y  
t h e  L o u i s i a n a  b r o i l e r  o u t p u t  w h i c h  m o v e s ,  i n s t e a d ,  o n  a q u a s i ­
i n t e g r a t e d  B A S I S  TO PLANTS LOCATED IN EAST T E X A S .  POULTRY  
PROCESSI NG PLANTS IN L O U I S I A N A  ARE R E L A T I V E L Y  FEW IN NUMBER,  
HAVE ONLY L I M I T E D  C A P A C I TY  AND ARE LACKI NG I N  SOME OF THE 
MORE MODERN METHODS OF PROC ESSI N G.  I n A D D I T I O N ,  T H E I R  
D I S T R I B U T I V E  MECHANISM I S  BASED ON SMALL - SCAL E D E L I V E R I E S  
TO I N D I V I D U A L  CUSTOMERS,  SMALL GROCERY STORES AND EA T I N G  
E S T A B L I S H M E N T S .  MOST L O U I S I A N A  PROCESSORS HAVE BEEN UNABLE 
TO QUASI  - 1NTEGRATE ON A LARGE SCALE WI TH B ROI L ER GROWERS 
AND FEED DEALERS BECAUSE OF L I M I T E D  PROCESSI NG C A P A C I T Y .
T h o s e  p l a n t s  w i t h  t h e  n e c e s s a r y  c a p a c i t y  h a v e  b e e n  u n a b l e
TO DEVELOP MARKET OUTLETS IN THE STATE BECAUSE OF PREVI OUS  
CONTRACTS AND AGREEMENTS BETWEEN DOMESTI C W H O L E S A L E - R E T A I L  
F I RMS AND LARGER O U T - O F - S T A T E  PROCESSORS.
D e s p i t e  e f f o r t s  t o  d e v e l o p  i n t e g r a t i o n ,  t h e r e  s t i l l
REMAI NS ONE L I N K  I N  THE BROI LER GROWI NG- MARKETI NG PROCESS 
WHICH HAS TO BE INTEGRATED I F  PROCESSORS ARE TO HAVE B ROI LER S  
ON SCHEDULE;  FEED DEALtERS/ARE t o  m e e t  t h e i r  s a l e s  q u o t a ;  a n d  
HA T C H E R I E S  ARE TO SET REGULARLY EGGS FROM T H E I R  FLOCKS.  T H I S  
KEY L I N K  I S  THE BROI LER GROWER OR ENTREPRENEUR.  F I N A N C I N G  
I S  THE MAI N  FACTOR WHICH SERVES TO CONVI NCE MANY BROI LER  
GROWERS THAT I N T E G R A T I O N  I S  A N E C E S S I T Y .  THE NEED FOR LARGE 
SUMS OF C A P I T A L  IN A R E L A T I V E L Y  SHORT T I M E  PLUS P R I C E  AND 
D I S E A S E  RTSKS G I V E  KEY A G E N C I E S ,  L I K E  FEED DEALERS AND
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PROCESSORS,  A CHANCE TO OFFER CREDIT PLANS AND,  AT THE SAME 
T I M E ,  INCLUDE THE GROWER IN A MUCH LARGER INTEGRATION PATTERN.
AS A RESULT,  FOUR MAIN PATTERNS OF INTEGRATION HAVE 
EVOLVED IN GROWING BROILERS WITH EIGHT SUB-PATTERNS (TABLE 1 2 ) .
O f t h e  s u b - p a t t e r n s  d i s c u s s e d ,  o n l y  f o u r  a r e  i m p o r t a n t  e n o u g h
TO WARRANT CLOSER AN A L YS I S .  THESE ARE: ( A )  N o n - I N T E G R A T I  ON
WHERE THE GROWER IS INDEPENDENT OF THE FEED DEALER OR OTHER 
AGENCY AND FINANCES H I S  OPERATION D I RECT L Y,  ( B )  Q U A S | - | N T E -  
G RA T I  ON WHERE THE GROWER CONTRACTS WITH THE DEALER AND RAISES  
BROILERS ON OPEN ACCOUNT OR SHARE F I NANC I N G,  ( C )  COMPLETE 
INTEGRATION THROUGH A COOPERATIVE E NT I TY  WHERE GROWERS JOIN  
OR FORM COOPERATIVES TO HANDLE FEED AND OTHER ITEMS AND ( D )
C o m p l e t e  i n t e g r a t i o n  t h r o u g h  a f e e d  d e a l e r  w h e r e  t h e  g r o w e r
RAISES BROILERS FOR THE DEALER ON A FEE B A S I S .  IT  I S  E S T I ­
MATED THAT IN THE PRI NCI PAL  BROILER GROWING STATES OF THE
S o u t h ,  p a t t e r n s  m o s t  f r e q u e n t l y  u s e d  b y  g r o w e r s  a r e  D ,  B ,
C a n d  A ,  i n  t h a t  o r d e r  ( F i g u r e  6 ) .  T h e s e  p a t t e r n s  c i t e d
HERE CONSIST MAINLY OF THE INTEGRATED RELATI ONSHI P BETWEEN 
A GROWER AND A DEALER.  |T SHOULD BE NOTED THAT INTEGRATION  
USUALLY EXTENDS MUCH FURTHER.
I t  i s  r e c o g n i z e d  t h a t  m a n y  f a c t o r s  ARE i n v o l v e d  i n
SELECTING A PARTICULAR INTEGRATION PATTERN IN GROWING BROILERS.
F or  e x a m p l e ,  t h e  d o m i n a n t  c o n s i d e r a t i o n  m a y  b e  t h e  g r o w e r ' s
F I N A N C I A L  STATUS AND H I S  A B I L I T Y  TO OBTAIN C R E D I T .  ANOTHER 
IS THE ALTERNATIVE ENTERPRISES THAT E X I S T  IN A COMMUNITY OR 
ALTERNATIVE OFF-FARM EMPLOYMENT.  THEREFORE,  EACH INTEGRATION  
PATTERN IS RECOMMENDED IN THE L I GHT OF POSSIBLE ECONOMIC
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A. NON-INTEGRATION B . O U A SI-IN TEG R A TIO N
FEED DEALER HATCHERY
BANK














C. COMPLETE INTEGRATION  
(N O N -P R O FIT )
D . COMPLETE INTEGRATION  









F i g u r e  6 .  D i a g r a m  o f  F o u r  Common I n t e g r a t i o n  P a t t e r n s  i n  
t h e  B r o i l e r  E n t e r p r i s e .
209
CONDITIONS THAT MAY SURROUND A GROWER. EACH OF THE FOUR 
MAIN PATTERNS OF INTEGRATION ARE TAKEN IN THE ORDER OF THEIR  
PRESENT IMPORTANCE IN THE SOUTHERN STATES.
C o m p l e t e  i n t e g r a t i o n  t h r o u g h  a d e a l e r  f i r m  s h o u l d  be
RECOMMENDEO TO GROWERS WHEN THEIR CREOIT POSI T I ON IS WEAK,
WHEN THEI R MANAGEMENT C A P A B I L I T I E S  ARE LOW AND WHEN BROILER  
PRICES APPEAR TO BE IN A DEPRESSED PERIOD (TABLE 2 0 ) .  T H I S  
PATTERN SHOULD ALSO BE RECOMMENDED I F  THE GROWER IS NEW IN 
THE BUSINESS AND KNOWS L I T T L E  OR NOTHING ABOUT BROILER GROW­
ING AND IF H I S  BROILER HOUSE AND EQUIPMENT IS HEAVILY MORT­
GAGED. I T SHOULD BE USED WHENEVER THE GROWER HAS RELATI VELY  
WEAK BARGAINING POWER RELATIVE TO DEALERS AND WHEN ALTERNATIVE  
OPPORTUNI T IES  ARE FEW. |F THE DEALER FINDS THAT THE QUALITY  
OF BROILERS BEING PRODUCED IS POOR AND THAT GROWERS ARE NOT 
DOING THEI R BEST,  HE SHOULD INSERT SOME I NCENTI VE PROGRAM,
SUCH AS FEED CONVERSION RATI OS ,  AS A BASIS FOR PAYING A 
GUARANTEED WAGE. | t  SHOULD BE NOTED THAT THE MACRO-ECONOMIC 
I M P L I CA T I ON S  OF T H I S  RECOMMENDATION HAVE NOT BEEN GENERALLY 
APPRAI SED.  I T IS ANT I C I PA T E D  THAT COMPLETE INTEGRATION THROUGH 
FEED DEALERS WOULD S T A B I L I Z E  OUTPUT AND PRICES WHILE M I N I ­
M I Z I N G  RISKS FOR THE GROWER. I t  IS TRUE THAT GROWERS WILL  
NOT MAKE LARGE PROFITS BUT I T  IS A QUESTION OF CHOOSING 
BETWEEN LARGE INCOMES AND LARGE LOSSES VS.  SMALLER BUT MORE 
STABLE INCOMES.  ANOTHER MACRO-ECONOMIC I MP L I CA T I ON  IN T H I S  
TYPE OF INTEGRATION IS THE OVER-EXPANSION IN BROILER OUTPUT 
WHICH RESULTS I F  T H I S  PATTERN IS CARRIED TO EXTREMES WITH  
I TS LACK OF GROWER I NCENTI VES AND THE RESULTING POOR QUALITY
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T a b l e  2 0 .  R e c o m m e n d e d  I n t e g r a t i o n  Pa t t e r n  f o r  B r o i l e r  
Gr o w e r s  U n d e r  V a r i o u s  Ma n a g e m e n t  L e v e l s .
A . G r o w e r s  Ma n a g e m e n t - ^ / Pa t t e r n  Re c o m m e n d e d
G ood C o - o p ,  q u a s i  or n o n - i n t e g r a t i o n
Fa 1 r C o - o p  or q u a s i - i n t e g r a t i o n
P oor N o n - c o o p e r a t i v e  ( d e a l e r )_£/
B . Gr o w e r s  Ca p i t a l ^ /
’’E x c e s s ” c a p i t a l C o - o p ,  q u a s i  or n o n - i n t e g r a t i o n
’’A d e q u a t e ” c a p i t a l C o - o p  or q u a s i - i n t e g r a t i o n
" D e f i c i e n t " i n  c a p i t a l N o n - c o o p e r a t i v e  ( d e a l e r )
C . E x p e c t e d  Br o i l e r
P r i c e s 3 /
H i g h C o - o p ,  q u a s i  or n o n - i n t e g r a t i o n
A v e r a g e C o - o p  or q u a s i - i n t e g r a t i o n
Low N o n - c o o p e r a t i v e  ( o e a l e r )
J / m a n a g e m e n t  i s  c o n s i d e r e d  " g o o d ” w h e n  f e e d  c o n v e r s i o n  r a t i o s
ARE NOT OVER 3 » ° i  MORTALITY NOT OVER 5  PER CENTJ AND COSTS 
OF PRODUCTION UNDER 2 2  CENTS PER POUND. F A I R  AND POOR 
MANAGEMENT WOULD EXCEED THESE.
^ / " E x c e s s " c a p i t a l  r e f e r s  t o  g r o w e r s  who c a n  s u s t a i n  l o s s e s
ON SEVERAL BROODS AND CONTINUE |N BUSI NESS;  ” A DE QUA T E ” RE­
FERS TO THOSE CAPABLE OF SUSTAI NI NG LOSSES ON ONE OR TWO 
BROODS AND ” D £ F I C I E NT ” GROWERS CANNOT TAKE ANY LOSS.
3 / " H k s h ” r e  FERS TO 2 5  CENTS AND OVER,  ’’AVERAGE” REFERS TO 
2 2 - 2 5  CENTS AN0 "LOW” ,  BELOW 2 2  CENTS PER POUND.
S h a r e ,  s a l a r y ,  f e e d  c o n v e r s i o n  a n d  f e e  p l a n s  m a y  b e  u s e d
HERE TO IMPLEMENT DEALER-GROWER I NTEGRATI ON.
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OF B ROI L ER S PRODUCED.
Qu a s i - i n t e g r a t i o n  b e t w e e n  a d e a l e r  a n d  g r o w e r  t h r o u g h
THE USE OF C R E D I T  PLANS SHOULD BE RECOMMENDED WHENEVER THE 
GROWER I S  F A I R L Y  CAPABLE OF MANAGING H I S  E N T ERPRI SE  AND CAN 
P R O F I T A B L Y  USE THE COUNSEL OF H I S  FEED DEALER AND OTHERS.
T h e  g r o w e r ' s c r e d i t  p o s i t i o n  m u s t  b e  s u f f i c i e n t l y  s t r o n g
TO WITHSTAND LOSSES ON ONE OR TWO LOTS OF BROILERS PER 
YEAR SINCE THE DEALER ABSORBS NONE OF THE GROWER'S LOSSES 
ALTHOUGH HE WILL USUALLY EXTEND THE LOAN. T H I S  PATTERN 
SHOULD BE RECOMMENDED ONLY WHEN BROILER PRICES ARE AT OR 
ABOVE 2 2 - C E NT S  PER POUND OR ARE EXPECTED TO BE AT A PROF­
ITABLE LEVEL AT TIME OF SALE (TABLE 2 0 ) .  | F  I T  IS KNOWN 
THAT THE DEALER IS CHARGING EXCESSIVE PRICES FOR I NPUTS,
QUASI  -  I N T E G R A T I  ON SHOULD NOT BE RECOMMENDED.  I f  THE DEALER  
I S  KNOWN TO UNLOAD ITEMS ON GROWERS UNNECESSARI LY T H I S  
PLAN SHOULD NOT BE RECOMMENDED.  I f  SUCH C O N D I T I O N S  E X I S T  
AND THE GROWER D E S I R E S  TO OUASI  - 1 NTEGRATE,  HE AND THE OEALER 
MAY NEGOTI ATE  A M O D I F I E D  Q U A S I - 1NTEGRATI  ON PLAN OR ONE WHERE 
THE DEALER ABSORBS LOSSES IN RETURN FOR A SMALL SHARE OF 
THE P R O F I T S .  Q U A S I - 1NTEGRATI  ON SHOULD BE RECOMMENDED I F  
THE GROWER L I V E S  IN AN I SOLATED AREA AND WOULD ENCOUNTER  
D I F F I C U L T Y  IN PROCURING H I S  I NPUTS AND IN MARKETING H I S  
B R O I L E R S .  | F  LOSSES ON SEVERAL LOTS OF BROI LERS HAVE 
OCCURRED,  THE GROWER SHOULD BE A D V I S E D  TO S H I F T  FROM Q U A S I ­
I N T E G R A T I O N  TO COMPLETE I N T E G R A T I ON  WITH A DEALERi  In THE 
P A S T ,  SOME GROWERS BECAME SO H E A V I L Y  INDEBTED TO DEALERS  
UNDER Q U A S I - I N T E G R A T I O N  THAT THERE E X I S T E D  L I T T L E  OR NO
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P O S S I B I L I T Y  o r  RECOVERING THE LOSSES.  T H I S  CREATED MUCH 
I L L - W I L L  AMONG DEALERS,  GROWERS, BANKERS AND OTHERS AND 
SHOULD BE AVOI DED.
C o m p l e t e  i n t e g r a t i o n  t h r o u g h  a n o n - p r o f i t  e n t i t y
SHOULD BE RECOMMENDED WHEN AT LEAST TEN OR MORE BROILER  
GROWERS IN A COMMUNITY CAN SUCCESSFULLY WORK TOGETHER IN 
PROVIDING FOR THEMSELVES THE NECESSARY INPUT FACTORS SUCH 
AS FEED,  CHICKS AND S U P P L I E S .  ALL OF THEM SHOULD BE CAPABLE 
OF ADEQUATELY MANAGING A BROILER ENTERPRISE AND POSSESS 
S U F F I C I E N T  F I NANC I A L  RESERVES OR BE IN A POSI T I ON TO OBTAIN  
CREDIT DIRECTLY FROM A BANK OR PCA. IN A D D I T I O N ,  THE 
COOPERATIVE ASSOCIATI ON SHOULD PROVIDE A SUBSTANTIAL LOWER­
ING OF THEIR GROWING COSTS IN ORDER TO M I N I M I Z E  LOSSES IN 
LOW PRICE PERIODS (TABLE 2 0 ) .  INTEGRATION THROUGH A CO­
OPERATIVE SHOULD NOT BE RECOMMENDED IF CO-OPS HAVE FAILED  
IN THE COMMUNITY OR I F  THE MEMBERS ARE UNWILLING TO ADEQUATELY 
FINANCE AND OPERATE THE AS S OC I A T I ON .  HOWEVER, DI FFERENT  
STAGES OF COOPERATIVE ORGANIZATION MAY BE RECOMMENDED 
DEPENDING ON LOCAL CIRCUMSTANCES AND OTHER CONSIDERATIONS
( s e e  T a b l e  17) .  I n s o m e  o f  t h e  o l d e r  b r o i l e r  a r e a s  s u c h  
a s  i n  G e o r g i a  a n d  V i r g i n i a ,  g r o w e r s  m a y  h a v e  t h e  o p p o r t u n i t y  
TO i n t e g r a t e  o n  a g u a r a n t e e d  i n c o m e  p l a n  w i t h  a c o o p e r a t i v e  
a s s o c i a t i o n  i n s t e a d  o f  w i t h  a f e e d  d e a l e r .
C o o p e r a t i v e  a s s o c i a t i o n s  h a v e  p l a y e d  a l a r g e  p a r t  
i n  L o u i s i a n a ’ s b r o i l e r  d e v e l o p m e n t  b u t  o n l y  a t  t h e  g r o w i n g  
l e v e l .  C o o p e r a t i v e  l e a d e r s  n o w  n e e d  t o  v i s u a l i z e  t h e  e c o n o m i c
OPPORTUNI T IES WHICH L I E  BEYOND THE GROWING of  BROILERS;  SUCH
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AS IN COOPERATIVE FEED M I L L I N G ,  HATCHERIES,  PROCESSING AND
f i n a n c i n g .  S t u d e n t s  of  c o o p e r a t i v e  m a r k e t i n g  s h o u l d  d e v o t e  
A g r e a t e r  p o r t i o n  of  t h e i r  e f f o r t s  t o w a r d  i m p r o v i n g  m e m b e r ­
s h i p  r e l a t i o n s  a n d  a i d  c o o p e r a t i v e  a s s o c i a t i o n s  t o  d e v e l o p  
t h e i r  e c o n o m i c  a n d  s o c i a l  a c t i v i t i e s  h a r m o n i o u s l y .  A c o ­
o r d i n a t e d  r e s e a r c h  e f f o r t  by  t h e  v a r i o u s  d i s c i p l i n e s  w o u l d  
c o n t r i b u t e  to  a b e t t e r  u n d e r s t a n d i n g  o f  t h e  c o o p e r a t i v e  
p r o b l e m .  Or t h o d o x  m e t h o d s  i n  r e s e a r c h  on c o o p e r a t i o n  a r e
OVER-WORKED.  NEW APPROACHES ARE REQUIRED.
N o n - I N T E G R A T I  ON SHOULD BE RECOMMENDED TO BROILER  
GROWERS I F  THEI R MANAGEMENT IS GOOD AND IF THEY POSSESS 
ENOUGH F I NA N C I AL  RESOURCES TO ABSORB LOSSES DURING LOW 
PRICE PERIODS,  FROM DISEASE OR OTHER CAUSES.  IN PERIODS  
WHEN BROILER PRICES APPEAR TO BE VERY FAVORABLE,  N O N - I N T E ­
GRATION SHOULD BE CONSIDERED (TABLE 2 0 ) .  |F  GROWERS CAN 
FINANCE THEI R OWN OPERATION OR BORROW DIRECTLY FROM CREDIT  
AGENCI ES,  THEY MAY BE IN GOOD POSI T I ON TO REDUCE THEIR  
GROWING COSTS AND NET SUBSTANTIAL RETURNS.  Non- INTEGRATI  ON 
IN ACQUIRING INPUTS SHOULD BE RECOMMENDED PARTICULARLY IF  
GROVERS ARE PROCESSING AND SELLING THEI R OWN BROILERS AND 
I F  THEI R ENTERPRISE JS ON A SMALL-SCALE ( l , $ 0 0  BROILERS PER 
LOT OR L E S S ) .
H o w e v e r ,  t h i s  s t u d y  w o u l d  i n d i c a t e  t h a t  n o n - i n t e g r a ­
t i o n  IS NOT A FEASIBLE PATTERN TO ADOPT IN GROWING BROILERS  
ON A LARGE-SCALE DUE TO THE LARGE AMOUNT OF CAPITAL NECESSARY 
AND RISKS ASSUMED; THE P E R I S H A B I L I T Y  OF BROILER OUTPUT;  THE 
TECHNOLOGICAL FACTORS WHICH REQUIRE CLOSE COORDINATION AMONG
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ALL SEGMENTS IN THE INDUSTRY AND THE COMPETITION WHICH COMES 
FROM THE MORE INTEGRATED STRUCTURES.
K o h l s  a n d  W i l e y  c o n t r i b u t e  f u r t h e r  to  t h i s  i d e a  i n
THE FOLLOWING MANNER:
” |N THE LONG RUN, TOTAL COSTS,  INCLUDING COSTS 
OF RiAW PRODUCT GROWING,  PROCESSING AND MARKETING,
IN AN INDUSTRY WHERE INTEGRATION HAS TAKEN PLACE,  ARE 
L I K E LY  TO BE LOWER THAN WHERE NO INTEGRATION HAS 
TAKEN PLACE.  T H I S  IS L I KE L Y  TO BE SO BECAUSE THE 
INTEGRATED OPERATION EFFECTS A POOLING OF TALENTS.
T h i s  c o u l o  a l s o  be  t r u e  f or  t h e  a r e a s  of  b r o i l e r
PRODUCTION WHERE THE INTEGRATION MAY POOL THE 
E F F I C I E N C I E S  OF THE GROWERS, F E E D - S U P P L I E R - F I N A N C I E R  
AND PROCESSORS.  THE I N D I V I D U A L  GROWER’ S RISK P O S I ­
T I ON MAY BE REDUCED AND MANAGEMENT LEVELS MAY BE
r a i s e d . T o t a l  i n d u s t r y  c a p i t a l  c o s t s  m i g h t  be  r e ­
d u c e d  WHERE THE DEALER IS THE F I NANC I ER SINCE HE 
WOULD HAVE MORE I NTI MATE KNOWLEDGE OF THE CREDIT  
PROBLEMS OF THE INDUSTRY AMD WOULD BE IN A P O SI T I ON
t o  p o o l  r i s k s . Ma r k e t i n g  a n d  p r o c e s s i n g  c o s t s  m i g h t
BE REDUCED BECAUSE OF A CLOSER COORDINATION OF SUPPLY 
MOVEMENT AND OTHER FACTORS.  T H I S  WOULD BE ESPECIALLY  
TRUE I F  THE INTEGRATED AREA,  WITH ITS P O T E N T I A L I TY  OF 
A GREATER RESERVE OF C A P I T A L ,  COULD CARRY THE BURDEN 
OF LOW PRICES IN TIMES OF OVER-SUPPLY BETTER THAN AN 
AREA OF INDEPENDENT GROWERS WITH L I M I T E D  A B I L I T I E S  
TO ABSORB SUCH LOW PRICES FOR AN APPRECIABLE T I M E .
A r e a s  w i t h  a n  i n t e g r a t e d  i n d u s t r y  a l s o  a r e  
l i k e l y  t o  be  m o r e  s t a b l e  t h a n  n o n - i n t e g r a t e d  a r e a s .
T h i s  w o u l d  t e n d  t o  be  t h e  c a s e  wh e n  a r r a n g e m e n t s
BETWEEN DEALERS (AS MARKETING AGENTS)  AND PROCESSORS 
CAUSES BOTH TO BECOME MORE INTERESTED IN A CONTI NU­
ING LEVEL OF SUPPLY.  |N A D D I T I O N ,  FEED USED IN 
BROILER PRODUCTION IS LARGELY A MANUFACTURED PRODUCT,
AND DEALERS ARE THE DI STRI BUTORS FOR NATIONALLY OR 
REGIONALLY MARKETED PRODUCTS. THE SELF INTEREST OF 
FEED MANUFACTURING FIRMS WOULD ALSO FAVOR S T A B I L I T Y  
IN THE LEVEL OF PRODUCTION AND SUCH FIRMS MAY TAKE 
STEPS TO A S S I ST  THEI R DEALERS IN T I MES OF D I S T R E S S .
| T  HAS ALREADY BEEN POINTED OUT THAT THERE WAS 
NO I N D I C A T I O N  OF THE VARIOUS CONTRACTUAL OR GUARANTEE 
ARRANGEMENTS REDUCING THE RATE OF TECHNOLOGICAL PRO­
GRESS.  T h e r e  a r e  no s i g n i f i c a n t  d i f f e r e n c e s  b e t w e e n
THE TWO AREAS IN FEED CONVERSION AND MORTALITY AND 
OTHER MANAGEMENT FACTORS.  CONCEIVABLY,  TO THE EXTENT  
THAT THE DEALERS IN THE INTEGRATED TYPE AREA ENFORCE 
REQUIREMENTS OF PROGRESSIVENESS AND MAKE PROGRESS
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POSSIBLE THROUGH MANAGEMENT ASSISTANCE OFFERED,
GROWERS WOULD EVENTBALLY BE AS MUCH OR MORE PRO­
GRESSIVE THAN INDEPENDENT GROWERS. IF UNCERTAINTY  
SHOULD BE LESSENED FOR GROWERS AND DEALERS IN THE 
INTEGRATED OPERATION,  THERE WOULD BE GREATER W I L L I N G ­
NESS TO INTRODUCE CAPITAL AND LABOR-SAVING TECHNIQUES,  
BECAUSE OF THE LIKELIHOOD OF LONG RUN GAIN COMING FROM 
THEI R EMPLOYMENT. " 5 9
C o n s i d e r i n g  t h e  S o u t h e r n  b r o i l e r  a r e a  a s  a w h o l e ,
NON- INTEGRATED BROILER PRODUCTION IS NOT OF GREAT S I G N I ­
FICANCE SINCE FINANCING AND MARKETING SCHEMES PREDOMINATE 
IN ALL LARGE AND MOST OF THE SMALL BROILER GROWING AREAS.
T h e  m a n y  a n d  v a r i e d  r e a s o n s  w h y  i n t e g r a t e d  p r o d u c t i o n  h a s
COME TO THE FORE HAVE ALREADY BEEN EXAMINED IN VARIOUS  
PARTS OF T H I S  STUDY.  IT  SEEMS UNLIKELY THAT TRENDS WILL  
BE REVERSED AND THAT NON- INTEGRATED PRODUCTION WILL GAIN  
A LARGER SHARE OF THE BROILER OUTPUT.  INSTEAD,  I T  IS L I KELY  
THAT INTEGRATED PRODUCTION WILL BE CARRIED FURTHER,  V I Z :  
Q UAS I - I NT E GRAT I ON WILL SUCCEED NON-1NTEGRATI  ON AND COMPLETE 
INTEGRATION MAY SUCCEED QUASI - I NTEGRATI  ON.
T h u s  f a r ,  t h e  g r e a t e r  p o r t i o n  o f  b r o i l e r  e x p a n s i o n  
i n  G e o r g i a ,  D e l - M a r - V a a n d  o t h e r  a r e a s  h a s  c o m e  f r o m  w i t h i n
THE INTEGRATED STRUCTURES,  PARTICULARLY THE NON-COOPERATIVE,  
COMPLETELY INTEGRATED GROUP SUCH AS FEED DEALERS VENTURING 
INTO BROILER GROWING.  T H E I R  INCREASE IN OUTPUT HAS BEEN 
SUCH AS TO HAVE SERIOUS EFFECT ON GROWERS AND OTHERS REMAIN­
ING NON- I NTEGRATED.  UNDER SUCH COMPETI T IVE PRESSURE,  THESE
5 9 k o h ls ,  R. L. a n d  W i l e y ,  J. W.,  " A s p e c t s  o f  
M u l t  I p l e - O w n e r  I n t e g r a t i o n  i n  t h e  B r o i l e r  I n d u s t r y " ,  J o u r n a l  
o f  F a r m  E c o n o m i c s .  V o l .  37  j  F e b .  1 95 5*  P p « 88 - 89 .
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NON- INTEGRATED GROWERS ARE COMPELLED TO RECONSIDER THEIR
p o s i t i o n . T h e y  f a c e  t h e  a l t e r n a t i v e s  of  f a l l i n g  i n t o  l i n e
WITH THESE CREDIT ARRANGEMENTS, ADOPTING COMPLETE INTEGRA­
TION THROUGH COOPERATIVES OR OF D E V I S I NG  SOME UNIQUE 
ARRANGEMENT BY WHICH THEY CAN MAI NT AI N THEI R NON- INTEGRATED  
STATUS.  I T  IS RECOGNIZED THAT GROWERS CANNOT MOVE FROM ONE 
INTEGRATION PATTERN TO ANOTHER IN A FRI CT I ONLESS MANNER.
T h e r e  i s  a l w a y s  a t e n d e n c y  f or  i n t e g r a t i o n  p a t t e r n s  to
CRYSTALLIZE AND RESI ST  CHANGES AND M O D I F I C A T I O N S .
T h e  i d e a  t h a t  t h e  e n t i r e  b r o i l e r  i n d u s t r y  c a n  be
INTEGRATED MAY BE FAR-FETCHED BECAUSE OF THE VARIED NATURE 
OF THE INDUSTRY COMPRISING RETAI L  OUTLETS,  D I ST R I BU T O R S ,  
PROCESSORS, FEED M I L L S ,  HATCHERIES,  GROWERS AND OTHERS.
T h i s  d o e s  n o t  m e a n  t h a t  a n y  p a r t i c u l a r  s e g m e n t  c a n n o t  or
IS NOT WELL INTEGRATED NOR DOES I T  MEAN THAT ONE CROSS-  
SECTION AND/OR GEOGRAPHIC AREA CANNOT BE INTEGRATED.  WHAT 
I T  DOES MEAN, HOWEVER, IS AN INTEGRATION OF VARYING SEGMENTS 
OF THE INDUSTRY IN COMPETITION WITH VARIOUS OTHER INTEGRATED 
STRUCTURES.  SOME OF THESE INTEGRATED STRUCTURES ARE CO­
OPERATIVE WHILE .MOST ARE NON-COOPERATIVE.  THOSE THAT ARE 
NON-COOPERATIVE RELY ON COMPLETE INTEGRATION AS WELL AS 
QUASI - VERT ICAL AND HORIZONTAL I NTEGRATI ON.  THE TREND,  IN 
GENERAL,  POINTS TO MORE, NOT LESS I NTEGRATI ON.
T h e  P O S S I B I L I T Y  THAT ECONOMIC I NTEGRATI ON,  IN GENERAL,  
MAY CREATE A MONOPOLY IN THE BROILER INDUSTRY |S NOT L I KELY  
BECAUSE OF THE LARGE NUMBER OF FIRMS BOTH INTEGRATED AND 
NON- I NTEGRATEDj  LACK OF OUTPUT CONTROL; AND THE EASE WITH
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WHICH NEW FIRMS CAN ENTER THE INDUSTRY AT ANY LEVEL,  V I Z :  
GROWING, D I S T R I B U T I N G ,  AND PROCESSING.  MORE IMPORTANT 
THAN T H I S  IS THE SUBSTI TUT I ON WHICH EXI STS FOR BROILER 
MEAT SUCH AS OTHER CHICKEN MEAT,  TURKEY,  BEEF,  VEAL,  PORK,  
F I S H ,  LAMB AS WELL AS OTHER MEAT PRODUCTS AND SOURCES OF 
PROTEIN.  I N  A D D I T I O N ,  RESEARCH BY BOTH PUBLIC AND PRIVATE  
AGENCIES LEADS TO A D I SSE MI NA T I ON OF NEW IDEAS AND TECHNOLOGY 
SO THAT MOST FIRMS HAVE ACCESS TO THESE INNOVATIONS.
H l R S CH ,  IN H I S  MONUMENTAL STUD.Y OF ECONOMIC INTEGRA­
TION IN AGRICULTURAL MARKETING,  CONCLUDED IN T H I S  V E I N :
"THE OBJECTIVE SHOULD NOT BE TO EXPAND I N T E ­
GRATION I ND I S C R I M I N A T E L Y  OR AD ABSURDUM. INSTEAD,
WE ADVOCATE AH EXPANSION IN DEGREE AND ONLY IN CASES 
WHERE I T  APPEARS TO BE DESIRABLE"  AND " I NTEGRATI ON  
MUST ALWAYS BE CONSIDERED IN THE LIGHT OF POTENTIAL  
MONOPOLIZATION.  | F  SUCH A THREAT E X I S T S ,  JUDI CI OUS  
AND NOT HAPHAZARD ACTION IS . REQUI RED. " 6°
^ ° H | r s c h ,  o p .  c i t . .  p .  265 and 267
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M i l l i o n s o f  B r o i l e r s
1950 >*9,179 2 , 1  H6 1 7 , 0 1 0 33,383
1951 6 9 ,8 3 * * * * ,5°7 23 ,1 *7** 50,408
1952 72,627 8 , 1 1 3 3 0 ,7 5 1 6 0 ,9 9 4
1953 7 ^ ,0 8 0 12,575 3 5 ,0 5 6 65,264
P e r c e n t a g e  S e l f --SUFF IC 1 ENC Y
1950 4 4 5 27 2 0 0 1 09
















L o c a t i o n ,  V o lu m e  o f  O u t p u t ,  H o r i z o n t a l  and  V e r t i c a l  I n t e g r a t i o n  S t a t u s  o f  
P r o c e s s i n g  P l a n t s ,  L o u i s i a n a  and E a s t  T e x a s ,  1953*
V o l u m e  H o r i z o n t a l  V e r t i c a l  I n t e g r a t i o n  S t a t u s ^ /
o f  I n t e g r a t i o n  I n p u t _______ Ou t p u t
L o c a t i o n  O u t p u t I / ________S t a t u s 2/ _____________ M a j o r V  M i n o r V  M a j o r  m i n o r
A l e x a n d r i a 1 S Nl Ql Cl Ql
A l e x a n d r i a 1 s Cl Nl Cl Ql
A l e x a n d r i a IV s Nl Ql Cl Ql
A l e x a n d r i a iv s Q! Nl Ql Cl
Na t c h i t o c h e s 1 s N l Ql Cl Ql
Ma n y I I I s Cl Ql Ql Cl
B a t o n  Ro u g e 11 s Nl Ql Ql Cl
B a t o n  R o u g e I I s Nl Ql Cl Ql
Ba t o n  Ro u g e I I s N l Ql Cl Ql
B a t o n  R o u g e I I s Ql Nl Ql Cl
B a t o n  R o u g e IV s Nl Ql Ql Cl
Ba t o n  Ro u g e 1 s N l Ql Cl Ql
B a t o n  Ro u g e I I I s Nl Ql Ql Cl
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T a b l e  ' 3* ( C o n t i n u e d )
16 B a t o n  Rouge I I
17 Pl a q u e m i n e l i
18 Pl a q u e i i i n e i 1
19 B e l l e  Ros e i
20 L a f a y e t t e 1
21 E u n i c e l i
22 Op e l o u s a s l i t
23 L a f a y e t t e 1 i
2k New I b e r i a 11
25 Cr o w l e y IV
26 S u l p h u r IV
27 A r c a d i a IV
2 8 Monroe IV
29 Monr oe i n
30 Ra y v i l l e 111
31 A l g i e r s 11
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33 New Or l e a n s 1 i 1
s N i Ql Ql C I
s N l Ql C l Ql
s N l Ql C l C l
s Ql N l C l Ql
s C l N l ci Ql
s Ql N I Ql C l
s C l * C l *
s N l Ql C l Ql
s N l Ql C l Ql
M N l Ql Ql C l
M N l Ql Ql C l
S Ql N l Ql N l
S Ql N l Ql N l
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35 New Or l e a n s I I I
36 N ew Or l e a n s I I
37 N ew Or l e a n s 1
38 New Or l e a n s I )
39 N ew Or l e a n s i
ko New Or l e a n s 1 i
i n N ew Or l e a n s l i
kz N ew Or l e a n s i i
U3 New Or l e a n s 1
kk New Or l e a n s i
^5 N ew Or l e a n s 1
k6 New Or l e a n s 1
^7 A l g i e r s 11
U8 A l g 1ERS 11
4 9 New Or l e a n s 1
50 A l g i e r s 11
51 L a Pl a c e 1
s Ql NI Cl Ql
s Ql Nl Cl Ql
s Ql Nl Cl Qf
s Ql Nl CI Nl
s Nl Ql Cl Ql
s Ql Nl Cl Ql
s Ql Nl Cl Ql
s Nl Ql Cl Ql
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5 5 L o g a n s p o r t  
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IV s Ql N l Q l N l
5 6 J a c k s o n v i l l e IV s Q l N l Ql *
5 7 H e m p h 1LL IV s Ql N l Q l *
58 L u f k IN IV M Ql N l Q l *
5 9 N a c o g d o c h e s IV s Ql C l Q l
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60 C e n t e r IV M Ql N l Q l *
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.1/ S i z e  
a n d
GROUPS C L A S S I F I E D  AS:  
I V  ( 2 5 0 , 0 0 0  BIRD UNITS
1 ( 5 , 000- 50 , 000 ) ;  I I
AND o v e r ) .
0 1 —A O O V. O O O I I I  ( 1 0 0 , 0 0 0 - 2 5 0 , 0 0 0 ) ;
i i /S  REFERS TO A " S I N G L E 11 PLANT OPERATION; M REFERS TO TWO OR MORE PLANTS OR A " M U L T I P L E "
U N I T  OPERATION.
3 / v e r t i c a l  i n t e g r a t i o n  a s  t o  i n p u t s  ( l i v e  p o u l t r y ) a n d  o u t p u t  ( d r e s s e d - d r a wn  p o u l t r y ) 
m a y  b e  Nl ( n o n - i n t e g r a t e d ) ;  Ql ( q u a s i - i n t e g r a t e d ) a n d  Cl ( c o m p l e t e  p r o p r i e t a r y  i n t e ­
g r a t i o n ) .  No COOPERATIVE PROCESSING PLANTS E XI ST  IN L O U I S I A N A .
^ " M A J O R "  REFERS TO P R I N C I P A L  INPUT-OUTPUT CHANNEL WHILE " M I N O R"  REFERS TO SECONDARY 
CHANNELS.
* ONLY ONE CHANNEL BEING U T I L I Z E D .
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o f  S c i e n c e  d e g r e e  a n d  a c c e p t e d  e m p l o y m e n t  a s  p a r t - t i m e  i n ­
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